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Berlin Before Uno 


HE pent-up. secrecy over the Berlin negotiations has broken. In a 
spate of words pouring from foreign offices, news agencies, reporters 
and commentators, the world is learning, down to the minutest detail, 
the course which led to the final breakdown of the talks, From being 
the world’s best kept diplomatic secret, the negotiations have become, 
overnight, the most fully documented of all contemporary disputes, Nor 
is it simply a question of throwing the searchlights of publicity upon the 
past phases-of the discussions. From the private conference table the 
whole dispute will now be transferred to the largest public forum in the 
world. The deadlock in Berlin has been referred by the three western 
powers to the United Nations and all future exchanges will have behind 
them an amplifier which will send the argument to the ends of the earth. 
Nor is it only information that has been suddenly released. Pent-up 
emotions are also finding expression. One of these emotions is indigna- 
tion. But another is fear, and for the moment it is certainly not the 
weaker of the two. In these last few days, there has for the first time 
been something resembling a war scare. 


At @ time like this, the first imperative is clear thinking. And the 
first step in clear thinking is to sort out the issues. One point that needs 
to be made is that the risk of war, whatever it may be, is no greater 
now than it was in June, or even earlier. Nothing new has now suddenly 
emerged. All that has happened is that what was suspected years ago 
by a few, and what was apparent months ago to many, has now been 
proved to the public—namely, that agreement with the Russian Com- 
munists is impossible. It is only the proof that is new, not the fact. 
Moreover, it is important to note what it is that is now proved—that 
the Russians are not interested in international harmony. There is no 
more proof than there ever was that they mean to make war. There 
is, obviously, some risk that they do. But, again, it is not the risk 
that is new but the realisation of it. And whether it be imminent or 
remote, there is no reason to suppose that it is any different today from 
what it has been for a long time past. It is right to see things realistically, 
and it is good that the public’s eyes have been opened. The risk of war 
cannot, indeed, be dismissed ; but to build up a war scare in September 
and October 1948 is to do Stalin’s work for him, 


A second distinction of issues that needs to be made is to separate 
the specific dispute over Berlin from the wider problem of relations with 
Russia. The specific issue is dependent on the wider one, of course ; 
if there were no general quarrel with Russia there would be no problem 
at Berlin.. But Berlin is not a. typical example of the issues that are 


_ likely to arise between Soviet Russia and the West ; it has some peculiar 


features of its own, and to treat it as if it were merely one of a long 
list, past and future, of similar incidents can only be misleading. 
For the moment, it is the Berlin issue that holds the stage. Frorn the 
mass of information issued by both sides, the outline of the abortive 
negotiations emerges with sufficient clarity. Biota ies Rapentias 


.. August 27th when, after Mr Stalin’s. intervention, the western 


believed that ‘they had virtually solved the crucial question bee 
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Power contro! for Berlin’s currency and that “agreed” in- 
structions could be sent to the Commanders in Chief in Berlin. 
When, however, S@gotiations were transferred to Berlin, the 


the form they took finally convinced the Western Powers. 


that the Russians were not, in fact, interested in seciring:an 
agreement. ‘There was even a certain levity,in the way in 
which Marshal Sokolovsky placed imterpretations om the agreed 
instructions which seemed to be quite out of keeping 
with the previous discussions in Moscow. The turning: point 
was reached, however, when the Marshal raised two en- 
tirely new points—the first, that all.trade between Berlin 
and the West should come under Soviet control, the second, 
that in future the Western air corridors should be con- 
fined to uses specified by the Russians. , Since this proposal 
would clearly deprive the Western Powers of their only safe- 
guard against any future imposition of a blockade, there was 
no further point in negotiation. They decided to bring the 
whole dispute before the Security Council. 


* 


The immediate outcome of this step is likely to be a 
tremendous intensification of the war of words. In laying the 
issue before the United Nations, the Western Powers are 
appealing to what is sometimes called “the forum of world 
opinion.” This phrase is, of course, 
Beyond the Iron Curtain and wherever Communist influence is 
dominant, “ world opinion” does not exist and the Western 
Powers could appeal to it until domesday without one of their 
pleas anc explanations passing through the censor’s net. The 
forum to which the Western Powers are appealing is primarily 
public opinion in their own countries and in Germany. The 
record of the Moscow talks proves beyond doubt that one side 
wished for a settlement and the other did not. The publicity 
which a full debate in the Security Council, and later perhaps in 
the General Assembly, will give to this fact can only be wel- 
comed by the Western Powers. 

There are, however, no grounds at all for complacency. It 
is not to be expected that the Russians will leaye their opponents 
in the untroubled enjoyment of a watertight case. They, too, 
in effect, are appealing to the same forum ; the chief objective 
of their propoganda is the peoples of the West and in particular, 
of Germany. It is already clear that the front on which they 
wish to fight is not the narrow issue of Berlin but the wider 
one of world peace. The main line of the Russian offensive 
has already been laid down—in Mr Vyshinsky’s plea for the 
immediate reduction of all armaments by one third, in the 
proposals put forward by the Russians, and echoed this week 
by Mr Wallace, for a general withdrawal of troops from Europe, 
in the passionate advocacy of peace and the equally passionate 
attacks on the American “warmongers,” which pour from 
Communist centres all round the world. The Russian tactic is 
to capture the leadership—in every country—of all the weary, 
frightened, distracted human beings who long for peace, and 
to use their horrified rejection of war as a means to prevent, 
in the West, the measures of rearmament which constant 
Russian provocation has. made necessary. 

The Western Powers’ good conscience will not by. itself. be 
a sufficient answer to this Russian line. They must at all costs 
avoid the appearance of being on the defensive and of rejecting 
Russia’s plans for “peace.” The fact that the move is an 
impertinent swindle does not alter its appeal. Men and women 
everywhere shrink from the “ black fury ” of atomic war. 
French are passionately anxious, by almost any means, to return 
to the ways of: compromise and. negotiation. Even the freely 
elected German, Magistret in Berlin has put in a plea for the 


withdrawal of all.treops from Germany. It is dangerously .. 


negative to reject the.“ peaceable ” Proposals of the, Russians 
on the ground that they are insincere, without at least proving 
their eye It would” be far better to accept them in 


entirely misleading. ~ 
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principle and propose instant clarification of the methods 
whereby they can be honestly and securely carried out. : 
the Russians, for instance, accept immediate imspection om 
their arms, plants amd depots ? Will they withdraw not only 


their troops from Eastern Germany but their police are as 
well ? Will they disband the Communist police force ? Wit] 
they accept elections supervised by avery large body of neutral 
In every case, the meaning of the 


guards and inspectors ? 


Russian proposals must be brought into the open and the onus» 


of refusal thrust back upon the Soviet spokesmen. Otherwise, 
the danger will remain that, in the course of the great publie- 


ns 


debate on Berlin which is about to open, the Communists may — 


yet be able to turn a bad case into a propaganda victory. 


* 


Indeed, the Western Powers should not resist the Russian 
attempt to widen the debate from the particular to the general, 
Rather, they should welcome it, for it is on that general plane 
that they can build up their own confidence, and the world’s 
confidence in them. At Yalta, as is now apparent, the Western 
Allies blundered into a position in Berlin that was always unwise 
and is row clearly revealed to the whole world to be a trap. 
In Berlin, it cannot be denied that the West is in a tight corner, 
If the Berlin issue continues to occupy the centre of the stage, 
Western diplomacy in general will similarly be forced on to 
the defensive. But on the wider issue of the cold war between 
East and West, the West is not on the defensive, it is not in 
a tight corner, it does not hold a poor hand. Quite on the 
contrary, so long as the issue is seen clearly—as it now is— 
there is a definite policy to pursue which holds out real hope 
of delivering the world from the nightmare of Communist 
aggression—and of doing so without bloodshed. The line of 
the Iron Curtain can be held_in the cold war, and if it is held 
in firm strength, there is no doubt at all which side will prove 
in the end to be the stronger. 

To this general proposition Berlin is an exception—a difficult 
and dangerous exception, admittedly, but ‘still a special case. 
It must, of course, be pursued, and the Western Powers had 
no option but to refer it to the United Nations. But there is 
nothing to be gained, and a great deal to be lost, by treating it as 
if it were an epitome of Soviet-Western relations, and reposing 


- all hopes for the wider issue on success in the narrower. For 


the United Nations’ handling of the Berlin issue will certainly 
be inconclusive. Discussion and debate, whether it is in 
Moscow or Paris, does nothing to modify Russia’s stranglehold 
on Berlin. No resolutions in the Security Council, no recom- 
mendations in the Assembly will let through one Western train 
or reopen a single road to the city. The actual physical situa~ 
tion today is what it was the day the airlift started. In this 
deadlock, every local advantage lies with the Russians while 
they wait for winter and weather and crumbling German morale 
to do their job for them. To debate only Berlin would be to 
concentrate the whole of the world’s attention on the one 
point in East-West relations where the balance of technical 
factors is decisively in Russia’s favour. 

The true course for the Western nations to pursue is to do 
everything that is necessary to make it clear to everybody that 
they both can and will defend the present boundaries of the 
free world, and to prove within those boundaries that their way 
of life is stronger, richer, and more appealing to men’s minds 
than the doctrine and practices of Soviet Communism. It is 
on this task that the West will-do well to concentrate. The? 
immediate need, now that the Marshall Plan is in working order, 
is to build up alongside it a. similar structure of military” 
strength and political confidence in Western csene-caaial 


which a significant step has been taken this week. If this can : 


be -driven ahead this winter, while the airlift maintains Berlin,’ 
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Revised 


T was doubtless inevitable that the revision of defence plans 
should have coincided with the revival of fears of imminent 
war. The Government would not have undertaken anything 
so unpleasant if there had not been a serious deterioration in the 
international situation, Nor could so many memories of 1938- 
39 have been re-awakened without sending cold shivers down 
the spine of the general public. Nevertheless, a great mistake 
will have been committed if what is now afoot is regarded, either 
by the Government or by the public, as the improvised response 
to an emergency, or as the first step in mobilisation for war. 
For if it is an emergency measure, the expectation is that it will 
be reversed when the emergency passes. 

What is now needed, however, is a revision of the permanent 
defence plans of the nation. Three changes in external circum- 
stances have made this necessary. First, it is no longer possible 
to build on the assumption of a period of international peace 
and harmony. The conditions of the next decade, if actual 
shooting war is avoided, are going to be those of chronic tension 
and of cold war ; this requires a re-assessment of the permanent 
establishment that is needed. Secondly, the emergency of 
mobilisation for actual war is not one that can safely be assumed 
to be even a few years distant ; it may happen at any time, and 
this puts a new urgency into the plans for summoning the nation 
toarms. And thirdly, it is now clear which war must be planned 
for. There is only one major war that could conceivably break 
out in the next ten years and it is possible to be reasonably 
certain who would be the enemy and—what is of greater 
importance—who would be the allies. A revised defence policy 
should be shaped to meet these three new requirements. 


x 


It will be no easy task to plan and prepare the permanent 
military establishment for a great power that is entering on a 
long period of cold war. It involves the planning and execution 
of a military programme for which no time limit can be set, 
which must at all times be ready to mobilise the nation for first 
defensive and then offensive war, which must maintain the 
defence forces technically and tactically ahead of the -potential 
enemy and all this while ‘imposing the lightest possible pressure 
upon an already strained economy. Fully to succeed in such a 
programme would be to reach an ideal beyond the capacity ot 
ordinary soldiers and statesmen. But that does not mean that 
there need be any obscurity about the aim. 

The permanent military establishment has two tasks to 
perform. The first is to provide enough mobile military, air 
and naval units to deal with the varying tactical aspects of the 
cold war. At present these are the defence of Germany, the 
clearing of Malaya and the Berlin airlift, but the ingenuity of 
the Cominform can be relied on to provide others as the years 
go by. The second role of the regular force is to train each 
year’s batch of conscripts and to keep the reservists sufficiently 
in touch with the services that they can be readily converted 
into efficient combatants in the event of war. 

To fix the level of the regular forces is not easy but it is fairly 
obvious that the sum total will have to be increased over what 
has hitherto been planned. What will quite certainly be wrong 
—though in the present organisation of defence matters it can 
easily happen—is to proceed on the principle of a bit of expan- 
sion all round. The Army clearly has the strongest case for 
expansion, both because the prospective war would be largely 
aground war and because the organisation of the Army is such 
that it can quickly and usefully absorb more manpower. The 
strategic necessity of the Air Force is hardly second to that 


of the Army ; but there is less possibility of rapid expansion 
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Defence 


because of the high percentage of skilled trades required. But 
it may be that the Navy should actually have its manpower 
requirements reduced. It accepts practically no responsibility 
for training National Servicemen and its manpower level of 
145,000 seems excessively high in preparation for a war in 
which, apart from anti-submarine and combined operations, 
there would be little fighting at sea. The public would feel 
more confident if it could be quite sure that these matters were 
being decided by logical calculation and not by. service pride. 

Even in the Army, however, numerical expansion by itself 
will do no good at all if it is not related to the quality and 
intensity of training. The experience of European countries 
Should be enough to convince anyone that a period of con- 
scribed training service is a drain on manpower with little 
corresponding benefit in an efficient national army unless 
the training curriculum is both intensive and adequately 
staffed. An engineering apprentice can serve his country 
better in Birmingham than doing cookhouse chores in barracks. 
This means that the problem cannot be solved simply by 
extending the period of the National Servicemen’s full-time 
service—though that may well be needed. There must be an 
increase in the number of regular soldiers as well, so that the 
training of more conscripts can be more intensive. 

Whether, an increase in the regular forces having been deemed 
necessary, it will be possible to recruit the required numbers of 
men and women is another matter. In a time of full employ- 
ment and an inflated currency the King’s shilling has no very 
great attraction. Better married quarters and better oppor- 
tunities of training for civil trades will do something, but they 
do not alter the fact that the defence forces are an underpaid 
industry by any index of the cost of living. If Britain must have 
larger regular forces, it is certain that scales of pay will have to 
be adjusted so that at any rate they cease to be a deterrent. 
The cost of such an adjustment will not be large in terms of 
the total budget—not larger, that is to say, than can be covered 
by economies in the civil departments. 

This constitutes no invitation to the Chiefs of Staff to 
belabour the Government for an increase in service manpower. 
The community pays double for every man in the forces, the 
cost of his maintenance and the cost of his loss to the productive 


part of the economy. The position of every man must be ~ 


weighed in relation to the dual demands of a defence force 
which will prevent war and of an expanding economy whicb 
will remove many of the temptations to war. 


x 


The second main chapter heading in any defence policy is 
the creation of reserves and the provision of machinery for their 
rapid embodiment. Again the Navy presents the simplest prob- 
lem, since it has little difficulty in keeping its volunteer reserve, 
up to strength and can call on the Royal Naval Reserve which 
is provided largely by the Merchant Navy. The volunteer 
reserve of the Air Force was stated by the Minister of Defence 
to need 60,000 men to man the air defence communications and 
to provide a general reserve. But it is the army which provides 
the most urgent problem, since upon its Territorial units will 
fall the responsibility of continuing to train the National Service 
men from 1950 onwards. Its need to recruit 100,000 territorial 
men may well prove the most urgent of all the long-term require-. 
ments of manpower. Whether the three services are successful 
in bringing their reserves up to strength depends partly upon 
the quality of service and training that they are able to provide, 
but even more upon the clarity with which the Government 
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makes the realities of the cold war comprehensible to the people. 
The complacency or the frivolity of Ministers can undo the 
work of any recruiting drive. 

There is also the particular problem of closing the gap until 
the flow of National Servicemen into the Territorial Army 
builds up a substantial reserve of men who will continue to be 
under part-time training. Fortunately there is an enormous 
reservoir of very thoroughly trained men who, for some years 
to come, will still be young enough to be of use. This is the 
purpose to be served by the creation of a register of the Class Z 
reservists, the men and women not embraced by any other 
reserve scheme but who have war experience or special qualifica- 
tions. With certain sensible exceptions which exclude those 
engaged in the vital industries and services, it will allot a 
destination to every such reservist on the outbreak of an 
emergency, most particularly the anti-aircraft units. There is 
no reason why with modern recording technique such a scheme 
should not be very comprehensive. If it is well administered 
it should cover the gap left by the abolition of the old supple- 
mentary reserves of the regular army. 

Reserves of manpower are not the only trained, quickly mobi- 
lisable reserves that are needed. The long-term plan should also 
include a comprehensive system for the training of industrial 
capacity and for the mobilisation of production. The Defence 
White Paper of February 1948 promised that the Ministry 
of Defence would be especially charged with co-ordination both 
for production and for research. The Joint War Production 
Staff was kept in being as the link between the strategy of arms 
and the strategy of armaments, but no announcement has been 
made of any appointment to its chairmanship. Indeed, nothing 
is known of any activity at all on this most vital side of the 
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Ministry’s responsibilities and the provision of equipment is 
still largely on a departmental basis. 

The third main requirement is that Britain’s defence 
should be worked out in the closest possible collaboration with 
all its prospective Allies. This does not mean, as some 
members seemed to assume in last week’s debate, that 
whole burden can be thrust upon the United States by 
of lend-lease. No doubt, in any future war as in the last 
wars, the relationship between America and Britain would leave 
the former as a net provider and the latter a net i 
of lend-lease. But the important thing is not to underline 
this probability—still less to insist on it as a condition—by 
rather to enter on the process of detailed combined pl 
from which it will naturally emerge. With the European allies 
also the principles are clear and have been carried a step further 
—on paper—this week by the announcement of the creation 
of a combined planning staff by the Brussels Powers. The 
essential thing now is not to work out the principles of defence 
co-ordination, which are obvious, but to apply them, which will 
be very difficult. 

The task of putting Britain’s defences. in order, of dovetailing 
them with the requirements of western European defence, and 
of creating the greatest possible condition of security consistent 
with the necessity of building up our economic strength, will 
impose upon the Government one of the most severe administra- 
tive problems it has faced. Mr Chamberlain is not remembered 
for his health policy, nor Mr Churchill for his finance measures, 
and at the bar of history it may well be that Mr Attlee’s Govern- 
ment will be judged not by its social reforms or economic 
experiments, but by its ability to convert Britain to a country 
which can wield the sword without abandoning the plough. 


Western Germany on its Feet 


(By a Special 


HE Berlin dispute was touched off by the currency reform 

in the western zones of Germany in the middle of June. 
Ever since then the world’s attention has been concentrated on 
the political and military consequences of the reform in Berlin. 
Perhaps this is why so little has been heard of its economic 
and political effects in western Germany. Certainly, these are 
sensational enough. Western Germany is on its feet again. 
The contrast between economic conditions east and west of 
the Elbe is now so wide that only inexcusable folly or malicious 
obtuseness could now induce western Germany to turn towards 
the Soviet Union. It has for so long been a habit, both in 
Britain and in America, to look anxiously upon western 
Germany as a slum, whose denizens would almost inevitably 
be lured into the arms of the Communist East, that the extent 
of the recovery since the monetary reform of June 2oth is hard 
to grasp. In Germany, whatever may be true elsewhere in the 
world, western ideas have the initiative, and a clear victory over 
Communism in the struggle for the minds of the Germans is 
already in the making. Only two mistakes might undo the 
combined effect of American aid and the elimination of nine- 
tenths of the currency. One would be if the Allied Bank 
Commission were to relax its grip on the volume of money 
and credit ; the other, if anti-Socialism were carried to extremes 
which would affront the reasonable trade unionists of the West. 
Though western Germany is on its feet, it is still shaky. 
The financial situation is not yet sound, with money circulating 
out of reach of the banks and the tax inspector. Double- 
book keeping and faked deficits will continue to be the rule 
until the promised capital levy—intended as a social measure 
to equalise wartime losses—is out of the way, and until 


Correspondent) 


Germans cease to think that their taxes go mainly towards 
occupation costs. Nevertheless, progress is real. Since June 
20th, production has risen to nearly 70 per cent of the 1936 
figure, and is still on the way up. The productivity of labour 
has increased by about 35 per cent. Steel output is nearing 
the rate of 7,000,000 tons a year. Only coal production— 
if the statistics are to be believed—still sticks at about 280,000 
tons a day, which is well below the Marshall Plan’s target. 
Nevertheless, there is almost a glut of coal in Germany today. 
With the economy back on a money basis, hoards which were 
acquired before currency reform are being used for production 
instead of barter. Over a quarter of the coal supplies which 
were allocated to the railways were, before currency reform, 
bartered away to obtain supplies and workers. Western industry 
is also gaining about 400,000 tons from the blockade of Berlin. 
The days of semi-starvation of the “ normal consumer ” also 
vanished with the superfluous billions of Reichsmark notes. 
Greatly increased food imports and a good harvest have joined 
with monetary stringency to change the whole picture to one 
which begins to bear comparison with conditions in Britain. 
The normal consumer is now receiving 1,850 calories a day 
on his ration, and can add to his diet with unrationed fish, eggs, 
poultry and potatoes, as well as ample vegetables and fruit. 
In prosperous Bavaria an excellent sausage can be had off the. 
ration in restaurants, and an eye is winked at other neat 
controlled items. The black market in butter and meat 


exists, but prices have fallen by much more than the 90 - 
cent which was the ratio justified by the cut in the 

These economic changes are visibly reflected in the 
of western Germany in the autumn of 1948. The glum, re 
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ful. apathy that prevailed four months ago has given way to a new 
cheerfulness and energy. Perhaps the most characteristic and 
convincing sign Of the recovery in German self-confidence is 
the new wave of complaints from the political and industrial 
jeaders about the “ inadequacy” of American aid (which, in 
fact amounts, with ERP and other forms of assistance, to a 
figure of over $1.1 billion), the burden of occupation costs, 
the folly of dismantling and Anglo-American control of “ our 
foreign exchange.” Dr Pinder, the Premier of Bizonia, roused 
cheers in the Economic Council last Tuesday by listing Ger- 
many’s “ demands ” with the help of convincing but exaggerated 
figures. The western Germans, it should be emphasised, do not 
want the occupation armies to leave ; but they do not want to pay 
for them. The new D-mark, they point out, is an Allied 
responsibility ; it will be endangered unless occupation costs are 
borne by the Powers, unless more consumer goods are imported 
under ERP, unless the drain of resources in supplying Berlin is 
stopped, and investment capital is pumped into the producers’ 
goods industry. ‘ 


~ In every way the German leaders are, very naturally, trying 
to build up the strongest possible position for their country 
in the future world. Viewed from the depths at which they 
began three years ago, their success has already been consider- 
able. It has now reached the point, with German steel pro- 
duction approaching that of France, when it no longer seems 
as absurd as it did to balance the advantages to European 
recovery of a larger German steel industry against its possible 
menace to European peace. The recent struggle in Paris over 
allocations of Marshall aid to Germany and the present dis- 
agreement over dismantling raise the painful spectre of an 
alignment of Britain and France against a combination of 
America and Germany. The Americans not only believe that® 
the key to the military security problem lies in Germany’s 
inclusion in western union (which can hardly be disputed) ; 
they also regard western Germany as the most promising field 
for Marshall aid (a much more questionable proposition). 

The chief effect of the currency reform on the internal politics 
of Western Germany has been to intensify the long-standing 
dispute over the future of Germany as a liberal or a state- 
controlled economy. The dispute is important for several 
reasons. It may involve further disagreements within Military 
Government between British adherents of state control and 
American believers in free enterprise. It affects the future of 
Military Government itself, since, if the Frankfurt administra- 
tion does not control its own economy, there will be little point 
in Military Government controlling the Frankfurt administra- 
tion, even to the extent required by the Economic Co-operation 
Act. 

The importance of the German experiment lies in the fact 
that the basic problems are those that affect all the countries 
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of western Europe, though they present themselves mote 
sharply in Germany. There has been an immense loss of 
wealth during the war. This means that the standard of pro- 
duction must be raised and the standard of living, in one way or 
another, must be lowered. How can this best be done, with 
the least risk of dangerous social unrest and with the best 
balance between productivity and social justice ? By controlling 
and rationing poverty ? Or by liberating the forces of supply 
and demand ? 

So far, if the doctrinaire arguments of the Socialists are 
rejected together with the exaggerated claims of the Right, 
the facts seem to give a provisional verdict for freedom from 
state control, on the one important condition that money remains 
tightly restricted. An experiment with freedom has already 
been started in the fascinating economist’s laboratory that 
western Germany represents today. Before the startled eyes 
of the Anglo-American controllers, Dr Erhard, head of the 
Economics “ Ministry ” at Frankfurt, swept away price controls 
on all bui basic foodstuffs, coal, iron and steel, at the same time 
as the currency was cut to the bone. The British, if not their 
American colleagues, had envisaged a controlled step-by-step 
rise in the legal prices from the 1936 level, at which they had 
been pegged successively by Hitler and by Military Govern- 
ment. So eager are the Christian-Democrat officials to secure 
the success of their new economic measures that they are even 
critical of the costly Anglo-American effort to save Berlin. 


x 


The spectacular improvement in the conditions of daily life 
makes the German Socialists’ battle for the reimposition o! 
controls an uphill struggle. They are driven back on obviously 
fallacious arguments and meaningless statistics. As in the 
parable of the emperor’s clothes, a simple soul is needed 
who will come forward and point out the facts of Germany’s 
economic life: that before June 20th controls had broken down 
in a maze of inefficiency and corruption, that almost nothing 
could be bought for the legal pegged prices, and that if the 
impoverished Germans cannot buy everything they now see 
in the shops, they are no worse off than most of mankind. 
Investigators, who come to Germany with preconceived ideas 
of a British system of controls and civic morality, are misled 
by a flood of statistics which apparently prove that the cost 
of living has risen dangerously since controls were lifted. Shoes, 
for example, for which the legal price was 12 marks before the 
currency reform, now cost around 30 D-marks. But it was 
previously almost impossible to buy a pair of shoes, except in the 
black market for about 800 marks. The prices which should be 
compared are those of goods now freely obtainable in the shops 
with the black market prices before currency reform ; or the 
present black market prices with those prevailing before June 
20th. It would then be impossible to declare that the cost of 
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living has yet risen beyond bearing ; but if prices continue to 
rise, great hardships are in store for the unskilled worker and, 
still more, for the unemployed. 

For the time being, in fact, nothing but good has come of 
the change to freedom. The reproaches made by the Socialists 
that “the worker is not getting his fair share,” that “he has 
a daily struggle to meet his minimum needs” and “ the goods 
are there, but only the man with marks can buy them,” are 
but ways of saying that the German worker has a healthy 
incentive to greater production. The danger point would be 
reached only if price controls were lifted on the basic foodstuffs 
and if the lowest paid worker were unable to buy the rations. 

To ridicule the economics of the German Socialists is one 
thing. But to withhold from them the sympathy and encourage- 
ment they deserve would be something very different. The 
trade unions are in a dangerously weak position. They are 
faced with the fact that their members (except the miners) are 
now more contented than before, that they are eager to work 
overtime and to keep their jobs, instead of taking days off to 
barter goods for food. Apart from this change of attitude in 
the workers, the unions have no funds with which to finance 
strikes. The danger exists, therefore, that their weakness will 
be exploited by the German employers who, wrapped for 
many years in the cotton wool of Government quotas, cartels 
and subsidies, find it easier to save on wages than to improve 
production methods. It is symptomatic that only about a 
quarter of the workers have secured the 15 per cent increase 
in wages which was authorised by Military Government last 
April. Two weeks ago, Military Government washed its hands 
of the wages question, which is henceforth entirely a German 
concern. The Germans are now considering whether it is right 
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to maintain the wages mmaeecein aie: insane Aa 
abolished, and whether to leave wages to be 

prices, by demand. Psychologically, it is vital to pth 
trade unionists the same freedom as industry; in 

union leaders will probably not secure any dangerously high 
increases, not only on account of their weak bargaining Position, 
but because they realise the danger of starting an a 
spiral. 

It is now obvious that the Germans are leading the British 
and Americans into the position of appearing to oppose al] 
Socialist principles, as well as those of Western democratic 
government. They have on two or three occasions rec 
passed measures which have been a deliberate challenge to 
Military Government. General Clay, who has the reputation for 
extreme opposition to Socialism, recently used his power t 
block a law passed by the Government of Hesse, which granted 
works councils a share in management. To most Germans, it 
was American influence which led British Military Government 
to reject another deliberately challenging measure passed recently 
by the Government of North Rhine-Westphalia, which called 
for the transfer of the Ruhr industries to public ownership. - So 


far, it has been possible for the military authorities to excuse 


their vetoes on the grounds that the measures involved are 
of such importance that they must wait until a government 
for all western Germany can pronounce upon them. But if 
the German labour leaders are unable to offer their followers 
wage benefits and some moderate share in decisions, they may 
have no alternative but to lead them in_ revolt against 
the Occupation Powers. If that happens, it will be too 
late for regret that more moderate demands were not granted 
im ume, 


More Ministries? 


HE machinery of government has always been a happy 
hunting ground for the amateur. Most of the learned 
treatises upon it have been written by men who had no personal 
experience of it all and, however diligent their researches into 
human as well as printed sources, must inevitably lose some- 
thing of the feel of processes which, though dubbed mechanical, 
consist entirely of relations between men. The practical poli- 
ticians do not often indulge in systematic analyses of their 
structures ; and when they do are apt to take refuge in remarks, 
maddening to the academic, such as “there is no real system, 
but it works well because So-and-So is such a dominant 
personality”"—remarks which threaten to deprive political 
science of half its name and all its dignity. 

The rare occasions when a man of practical experience at 
the centre of government sets down a systematic description 
of the machine as he has known it are therefore very valuable. 
The best such occasion in recent years was Sir John Anderson’s 
Romanes Lecture in 1946. But Sir John’s experience ended— 
or at least was suspended—in 1945, and one chapter of Mr 
Francis Williams’s new book* carries the story a little further. 
Mr Williams is not, in the strictest sense, a politician and he 
has never been a Minister ; but as Public Relations Adviser to 
the Prime Minister his opportunities for observation have been 
excellent. 

The title of Mr Williams’s chapter is “ The New Pattern of 
Government ” and he is emphatic that something new has been 
evolved by Mr Attlee. 


For a Cabinet of equal Departmental Ministers under a 
Prime Minister who is himself “ the first among equals ” there 
has been substituted a pyramidical (sic) pattern of government 
*“ The Triple ——. Pg Francis Williams. William Heine- 
mann Ltd. 306 pages. 10s. 


designed to secure greater rapidity in action and a tighter cen- 
tralised control of genera] political strategy. . . . At the apex 
of this pyramid sits the Prime Minister. Directly underneath 
him come a group of three senior “functional” Ministers, the 
Foregin Secretary, the Chancellor of the Exchequer and the 
Lord President of the Council. Directly under these three 
“again come a group of five Ministers with co-ordinating 
functions of an important but less major character: the 
Minister of Defence, the Lord Privy Seal, the Lord Chancellor, 
the Home Secretary and the Chancellor of the Duchy of Lan- 
caster. Below this group are the eight senior Departmental 
Ministers who are also members of the Cabinet and who there- 
fore have the right to take part in Cabinet discussions mot 
merely on their own Departmental affairs but on any aspect 
of policy. ... Below the Departmental Cabinet Ministefs 
come twelve Heads of Departments who, although formally of 
Cabinet status and paid the same salary as Cabinet Ministers, 
are not members of the Cabinet and only attend when specifi- 
cally invited by the Prime Minister to deal with matters con- 
cerning their Departments. 


This pyramid ... is buttressed and supported by a series 
of functional policy-making committees, the most important 
of which the Prime Minister personally directs, and which form 
an integral part of the new pattern of Government. He is . 
chairman of the Economic Policy Committee .. . [and] of 
the Defence Committee. He concerns himself similarly with 
the direction of broad policy in external affairs, and with 4 
committee dealing with the development of atomic energy. 

. The new system thus provides machinery for the positive 
direction and supervision of al] major aspects of policy = 
Prime Minister to an extent that was quite impossible 
the old Cabinet system. The three senior Ministers imme 
diately next to the Prime Minister . each have functi 


as well as administrative responsibilities. . . Each is 


control of the co-ordination of policy in one particular sector 
of affairs. 


Those who knew oe Coalition Government of wartime will. 
be inclined to enter a demurrer against Mr Williams’s assertion i 
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that all this is new since 1945, and Mr Attlee’s personal inven- 
tion. There has always been a small core of strong personalities 
in every Government and though the present correlation of 

erful Ministers with defined spheres of responsibility may 
he more logical than ever before, it is also in part accidental— 
unless, of course, Mr Attlee can be held to have foreseen Mr 
Dalton’s indiscretion of less than a year ago, which accidentally 
removed an outstanding piece of illogic. But the system here 
described is certainly very different from anything that existed 
in peacetime before 1939. 

It would seem, in fact, that between Mr Churchill’s Govern- 
mentand Mr Attlee’s, a development of considerable significance 
in British constitutional practice has now matured. A method 
has been discovered for dividing up the work that would other- 
wise fall upon the Cabinet and yet of maintaining the essential 
harmony of policy among the Government as a whole. The 
problem that was first authoritatively propounded by the famous 
Haldane Committee of 1917 appears to be on the way to solution. 
But it is interesting to observe that, as is entirely characteristic 
of British constitutional development, it has not been solved 
in either of the ways that the theoreticians have argued about 


for thirty years—either in the way that the Haldane Committee © 


actually suggested or in the way that it has repeatedly been 
thought to have suggested. Both of these versions require the 
creation of a number of super-Ministers. In the true Haldane 
version, the super-Ministers would themselves each be depart- 
mentally responsible for a whole area of policy. A small 
Cabinet would be achieved by greatly reducing the number of 
Departments—that is, of fully independent Departments. In 
the crypto-Haldane version, the numerous Departments and 
their Ministers remain; but they are arranged in groups, each 
responsible to a non-Departmental super-Minister. 

The solution actually arrived at differs from both of these. 
It differs from the truer Haldane proposal in that there are no 
super-Departments ; each Department remains equal in the 
eyes of Parliament. And it differs from the crypto-Haldane 
proposal in that no Minister is subordinated to any other (except 
to the Prime Minister); each remains fully responsible to Parlia- 
ment for the conduct of his Department and equally entitled 
to a voice in reaching decisions that concern it. The device that 
has been used to solve the problem is one to which surprisingly 
little attention seems to have been devoted before the last war: 
the device of the standing Cabinet Committee, empowered to 
take decisions in the name of the Cabinet. Committees of 
the Cabinet have long been familiar. But in the past they were 
all, or nearly all, appointed ad hoc and dissolved when the matter 
in hand was disposed of ; and their function rarely extended 
beyond that of reporting back to the Cabinet itself. Sir Ivor 
Jenning’s exhaustive and authoritative book on “ Cabinet 
Government,” first published as recently as 1936, refers to only 
two standing Committees of the Cabinet, of which one, the 
Committee of Imperial Defence, is admittedly a special case. 
Of the other, the Home Affairs Committee (corresponding to 
the present Legislation Committee), Sir Ivor wrote “ questions 
of policy are not discussed, but must be reserved for the 
Cabinet.” 

It is apparently Mr. Attlee’s practice to preside over most of 
these standing Cabinet Committees himself. Mr. Churchill did 
not do so, preferring (for excellent reasons) to concentrate his 
energies on defence. Which precedent will be followed in 
future remains to be seen. But in any event principles will have 
to be established governing the relation of the Committees 
to the full Cabinet. If évery decision of importance is appealed 
from the appropriate Committee to the Cabinet (as sometimes 
seemed to kappen during the war in the case of those 
Committees over which the Prime Minister did not himself 
preside), little is saved. Something in the nature of a doctrine 
of collective committee responsibility seems to be called for, 
by which a Minister who does not agree with the decision 
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of a Committee will normally feel himself bound by it, aot! 
merely vis-a-vis Parliament, but also vis-d-vis his Cabinet col- 
leagues as a whole. 


* 


If the new system really does. work and the Cabinet has 
successfully divided itself, save for the decisions of highest 
policy, into a number of sections, then it is time to raise the 
question whether the average Government Department is not 
too large. A Department is a finite unit ; it is a collection of 
administrative offices which is responsible to one political head, 
who is himself responsible to Parliament, Ideally, therefore, 
the maximum sze of a Department should be governed by the 
number of subjects, of a nature to require the decision of a 
responsible Minister, that one man can look after without grossly 
overworking himself. Judged by this test, many of the existing 
Departments are far too large. Either the principle of responsi- 
bility break; down, subordinate officials deciding matters with- 
out responsibility, or else the desks of the Minister and of the 
Permanent Secretary become bottlenecks. If the Cabinet system 
can now accommodate itself to a much larger number of Depart- 
ments than hitherto, there is a strong case for splitting up a 
number of the present elephantine offices. 


The leading candidate for such treatment is clearly the Board 
of Trade which, in spite of all the sections it has lost in the past 

irty-five years, is still so large, and has such varied functions, 
that it must be an intolerable burden to its President and Secre- 
tary. The lines of cleavage into a Board of Trade for external 
matters and a Ministry of Industry for domestic concerns are 
already clear. The Ministry of Health, with its new responsi- 
bilities, might also with advantage be split up into two (or 
three) component parts, dealing with Health and Housing (or 
the two separately) and Local Government. The Colonial 
Office, it has sometimes been suggested, would be more manage- 
able if it were divided into Africa, the Far East and the Rest 
(which would mainly be the West Indies). The Minister of 
Fuel and Power has had three major Bills in this Parliament 
and now has three nationalised industries to supervise ; there 
is not much administrative connection between coal on the one 
hand and power on the other. The Post Office, again, divides 
itself easily into Post Office and Telecommunications. 


There are at present 25 major Departments of State, or 28 if 
the Privy Council Office, the Duchy of Lancaster and the Law 
Officers’ Department (all of which are represented in the 
Cabinet) are included. It may be that the machinery of British 
Government would move more rapidly if the number were 
gradually but deliberately raised to nearly 40. Each one could 
then function more efficiently, while the team could be kept in 
step through the new constitutional device of the Cabinet 
Committee. 
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NOTES OF 


Judged by peacetime standards the Western Defence Minis- 
ters have moved quickly since consultation on military provisions 
of the Brussels Pact began last April. Judged by cold war stan- 
dards they are moving with diligence rather than dash. This 
week’s meeting in Paris of Mr Alexander and his colleagues has 
done well to agree on a common defence policy and a permanent 
organisation to carry it out. It may be assumed that neither 
the policy nor the machinery could swing into action as did the 
Anglo-French staff arrangements of 1914. Rather are they 
intended at this stage to convince the United ,Sgates that there 
is now a mould into which a new American Administration could 
pour such equipment, supplies, men and advice as an agreed 
defence plan would demand. 

The latest measures should carry conviction in Washington, 
for they imply as much radical change in government outlook 
and behaviour as does ERP. Britain carries the main burden 
and will go on doing so for a long time to come; the Western 
chicks now gathered under its wing—and the Commonwealth 
wing—will not quickly grow into fighting cocks. Only by the 
most careful coordination of production and organisation can the 
Low Countries and Luxemburg make a useful contribution to 
rearmament; and only by the most careful handling, in unpredict- 
able social and political conditions, can the French army become 
the reliable nucleus of a land force equipped from factories in 
Britain and America. It is as well to realise now that French 


Defence of the West 


opinion is deeply divided on defence. There are those who mak@ 


the best of what they regard as a dangerous job by saying that 
strategy planned by Belgians and Dutch and Frenchmen will at 
least pay as much attention to keeping an enemy out of their 
territories as to mounting global counter-attacks from outside 
them. And thea there are those who believe simultaneously in 
European union and the possibility of neutrality. 

Lord Montgomery looks like becoming the first chairman of 
the new permanent organisation. It will be a testing experience 
for a man who dislikes committees and paper work. He will sit 
with colleagues who in France are cutting defence expenditure, 
in Holland are deeply involved in Indonesia, and in Belgium are 
uncertain how much their people will stand. The success of the 
new body will depend largely on the estimate it can make of the 
pledges of action that America can give now, and of the assistarice 
in re-arming that it can give later. Without Washington’s backing, 
paper plans will remain paper plans for all but the British. 

There is one question of great importance which the military 
men cannot settle and which the politicians should have tackled 
before this: how are equipment and supplies transferred from 
one allied Government to another to be paid for? How does 
the debtor France equip an army with the help of creditors Bel- 
gium and Britain? Perhaps Sir Stafford Cripps will have raised 
the problem during his American visit: mutual aid in Western 


Europe would be the right preface to a new chapter in Lend- 
Lease. 


* * * 


Cold War in Uno 


The first week's work of the General Assembly has simply 
confirmed what anyone could have foretold—that the entire 
session will be dominated by the tension between East and 
West. With the possible exception of Palestine and the Italian 
colonies, every political problem that is to come before the 
Assembly has already divided the world into two rival blocs, and, 
quite apart from specific problems, the distrust and hostility on 
both sides—painfully demonstrated in the opening speeches—has 
now reached such a pitch that it is certain to inject rivalry and 
suspicion into every item of the agenda, even down to the smallest 
detail of, say, narcotics control or staff administration, 

If the attitude of Governments can be taken as a rough guide 
to the reactions of ordinary people, Russia is not making too 
good a showing at this stage of the cold war. The first week 
of the Assembly has been remarkable for the unanimously anti- 
Russian voting of all save the litle bloc of Soviet-dominated 
states (to which Jugoslavia ostentatiously continues to adhere). 
Neither the Russians nor their satellites gained a single chai 
ship when the time came to set up the six Committees of the 
Assembly—the Political, the Economic and Financial, the Social, 
Humanitarian and Cultural, the Trusteeship, the Administrative 
and Budgetary and the Legal Committees—and now that the 
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Committees have started their deliberations, it seems unlikely 
that members of the Eastern bloc witl even. be asked to provide 
rapporteurs. ws 

Russian policy has made this development inevitable. M. Spat 
spoke for all the smaller Powers when he gave the Soviets seven 
good reasons why the world was now frankly frightened of 
Russia’s ambitious policy—‘ more ambitious than the policy of 
the Czars themselves.” But the degree of hostility makes. it 
almost certain that agreefent will be possible only on the smalles 
issues, and that the weeks ahead will be filled with heart-breaking 
and nauseating wiangling and abuse 

Rivalry between the Great Powers is not, however, the 
political force active in the General Assembly. The United 
Nations is on a great many secondary issues constantly exposed 
to the voting vagaries of two large blocs—the Arab and the Latin 
American. Were either bloc intent on great constructive pur- 
poses, their strength might counter the sterility of Great Power 
debate. Unhappily, their intentions are usually obscure and 
sometimes discreditable ; no one certainly will congratulate them 
on their first achievement—that of deferring consideration of the 
_Palestine issue in the teeth of Anglo-American efforts to secure 
an early decision. Palestine now falls to third place—below such 


longer-term ems as atomic energy and Mr Vyshinsky’s proposals 
for disarmament. 


na 


Foot and Mouth 


Mr Shinwell has done a good deal to rehabilitate himself singe 
his unlamented translation from the Ministry of Fucl and Power 
to the War Office. It will take a good deal more to rehabilitate 
him after his speeches on defence, first in Parliament and then 
at Salford. His speech in the defence debate was, up to its closing 
sentences, passable. It fended off all demands for information; 
it was not particularly polite ; it was not particularly clear ; but 
it was responsible and energetic—up to its peroration. Then, at 
the crucial point of the winding-up speech of a most crucial 
debate, Mr Shinwell served nonce on the world that defence was 
of secondary interest to the Government. “We are not prepared 
to take steps—consistent with our security—to impair the national 
economy.” On the most charitable interpretation, allowing for 
the ambiguity caused perhaps by a momentary confusion of 
language, he assured the people of Britain tnat their daily avoca- 
tions would not be seriously disturbed and they could take 
rearmament in their stride. 

So far, so bad. On Sunday, speaking at Salford, he went a 
great deal farther ; and just what his hearers, the French, Belg an 
and Dutch governments, the Americans and the Kremlin made 
of his sentiments, time will perhaps show. It was no doubt 
legitimate to impute at least the possibility of sincerity to Mr 
Vyshinsky’s disarmament proposals. It was certainly perfectly 
legitimate to decry panic. But what follows? Anyone who 
clams that the position is serious, that rearmament threatens 
production and ihe export drive, is a party propagandist, a Tory 
“ overjoyed ” at the national predicament. There is no. emergency. 
(“Everyone except the Minister ”—so sounds the echo—* knows 
that there is going to be a fuel crisis.”) No one need be afraid 
of being called up. Plans may be laid, gestures made, but Mr 
Shinwell guarantees, before Salford and the world, that they 
are to be mere bluff. Whatever-one speech by a responsible and 
unrepudiated Minister could do to encourage a baseless come 
placency at home, to discourage staunch friends abroad, to con- 
vince waverers that Britain is a broken reed and Britain’s promises 
meaningless, to invite contempt and stiffen aggressive purpose, 
Mr Shinwell has accomplished. This is a great pity. Mr Shinwell- 
has made himself well liked at the War Office: why does he not 
let his legitimate achievements speak for themselves instead of 
perpetually trying to convince Mr Attlee how dangerous it would 
be to drop him from office ? 


« * * 


Two Files Behind Bevin wil 

If the rules of the Constitution had not demanded the ae 
of a special session for the speeding of the Parliament Bill, 1 
is probable that the gravity of the European situation and the 
necessity of obtaining support for the rearmament policy would 
have made it necessary to call one. The Government has dont 
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the right thing for the wrong reasons, But short as the session 
was, the debates of last week showed that the division of opinion 
on foreign policy and defence is becoming more closely aligned 
with the division of the parties. A year ago while Mr Bevin was 
subject to considerable opposition from within the Labour Party 
he could rely—at least on questions relating to Russia or Com- 
munism—on the support ot the Opposition. Now, however, while 
Socialist opinion has hardened against Russia and in favour of 
his policy, the Conservative Opposition is no longer prepared to 
give him uncritical support. 

~ The Conservative Party under Mr Eden, who (except for 
M. Spaak) has the best record of consistency and honesty in 
foreign affairs of any European politician, sees a real chance of 
wresting the leadership of public opinion from an exhausted 
Foreign Secretary and a complacent Minister of Defence. They 
are in a strong position to demand a more clearly thought out 
policy in the Middle East and Germany, and greater evidence of 
effective execution of the new defence policy. There is no doubt 
that a worsening imternational situation wou'd give the Conserva- 
tives an opportunity to display qualities of courage and intelligence 
which might very easily give them the leadership of the country 
at the general election. The danger of such a leadership would 
be to delude them—and in particular Mr Churchill—into neglect- 
ing to think out a domestic pclicy. : 

The remarkable unanimity of opinion which Mr Bevin and 
Mr Alexander received from the Government back benches 
springs mainly from honest conviction. Of the hundred Labour 
members who two years ago protested against Mr Bevin in the 
debate on the address, and of the seventy-two who voted against 
Mr Alexander on the length of military service, there are few 
who have not be2n convinced by the logic of events or the trend 
of opinion in the constituencies. Equally the desire to present 
a common front in view of the increasing criticism of the Opposi- 
tion on foreign policy and defence and the ferocity of Labour 
Party discipline may have played their part. While those with 
honest doubts and fears received a hearing, the fellow travellers 
either absented themselves or remained silent. 

Mr Zarubin, the Soviet Ambassador to Britain, reading Hansard 
on his way to Moscow for his holiday, should not conclude from 
the solidifying of party opinion on foreign affairs that it is possible 
for Russia to drive a wedge between them. The British public 
has its mind made up on the Russian question and on the defensive 
commitment necessary to counter aggression. It may later chang: 
its opinion on which is the best party to carry out this policy, but 
until the cold war is over the question is one of method not of 
direction. 


* *x * 


Divided Left in Italy 


Signor Togliatti’s return to the active direction of the Com- 
munist Party in Italy brought thousands of comrades to Rome 
this week to demonstrate their loyalty to their “ martyred ” leader. 
The size of the assemblies and the fervour of the speeches did 
not, however, entirely disguise the dilemma which now faces the 
Communist leadership. 

Their troubles began with the sweeping victory of the Christian 
Democrats in the spring elections. The Communist rank and 
file had been told so often and so confidently that they would 
achieve power at the polls that a sharp sense of disappointment 
and discouragement swept away former illusions. The reaction 
was twofold. On the one hand it bred defeatism and at last week’s 
meeting of the party executive, Signor Longo, the Communist 
trade union leader, had to admit that the Party’s greatest danger 
is “to underestimate its own forces and overestimate those of its 
adversaries.” On the other hand, the reaction took the form of 
a new desire for violence. If victory could not be secured legally, 
why not conquer power by direct action ? 

When an attempt was made on Togliatti’s life this summer, 
many Communist groups responded with violence and what 
appeared to be well-planned local insurrection. But such activities 
simply give the determined Minister of the Interior, Signor Scelba, 
the opportunity to put his police into action and might, if pushed 
too far, provide an excuse for banning the Party altogether. At 
his first public appearance, Signor Togliatti had therefore to warn 
his followers against “ insurrectional opportunism,” leaving the 
outside world in some doubt whether the Cominform line has 
changed since the death of Zhdanov. 

The Communists do not, however, face the worst dilemma. 
That is reserved for the Socialists. Decimated at the elections, 
they are now divided into three main groups, each joined to the 
other by a series of minute gradations, The anti-governmental 
Socialists are divided between an extremist wing led by Signor 
Nenni, who this week offered his services as a Russian fifth 
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column in the event of war, and a moderate wing led by Signor 
Romita, who wish to break every link with the Communists. Yet 
this group cannot quite bring itself to join with the Socialist 
followers of Signor Saragat and Signor Lombardo who suppsrt 
the Government and are represented in it. 

The Italian Left is thus in a divided and unhappy state. It 
has, however, one asset—the difficult econom‘c situation. The 
millions of unemployed, the underpaid government workers cannot 
fail to look Leftwards for leadership. Communist and non- 
Communist trade unions alike have to press for higher wages. 
As usual, it is not so much the strength of the Left as the failures 
of the Centre and the Right that continue to give Communism 
its supporters, 


* * x 


Abdullah versus the Hotheads 


The Arab League is often the despa'r of its friends: it is 
sO prone to talk, and so unwilling to face facts. Now its repute 
is anything but improved by the visible split in its ranks about 
the new “government of Palestine” that Egypt, Syra and the 
League’s secretary general are sponsoring at Gaza. This move is 
directed, not against Israel, as it might appear, but against King 
Abdullah. It is the answer to the murdered Count Bernadotte’s 
recommendation, expressly enddrsed by Mr Bevin in last week's 
foreign affairs debate, that the Arab rump of Palestine should 
be incorporated in Transjordan. The new “government,” if it 
could ever function anywhere, would be an Egyptian puppet, and 
its strings would be pulled by the Mufti, Haj Amin al Husseini. 
Ahmad Hilmi Pasha has consented as “Premier” to lend it 
respectability—the Mufti would have been too much for the 
world at large to stomach—and it includes the garrulous and 
dapper veteran, Auni Bey Abdulhadi, almost the only remaining 
member of his never powerful Independence Party. The Egypto- 
Syrian combination, with the Mufti in the background, at first 
wanted to set up this government in Arab Palestine proper, but 
King Abdullah firmly refused. So his enemies have blown the 
first really public breach in the League’s ranks. 

It is impossible to know how. the Arabs of Palestine will feel 
about this development. In the days of the Mandate, it could 
be predicted that a majority in most towns, and all the peasantry, 
would rally to the Mufti, and in any case be ill-disposed towards 
Abdullah. But the Palestine Arabs are now scattered and dis- 
possessed, and Abdullah, who from the first had realised that some 
kind of Jewish state would have to be accepted, has been the 
only Arab ruler to save a part of Arab Palestine from being 
overrun. Moreover, it will hardly be to the credit of the new 
“ government ” that it has been set up in Gaza, in the tiny coastal 
enclave into which the whole Egyptian army of intervention is 
uncomfortably squeezed. 

There is a powerful Egyptian faction which wants to continue 
the Palestine war, and the setting up of this “ government” is 
intended to face King Abdullah with the choice of recognising a 
government hostile to himself or branding himself as a self-seeking 
despot, intent on the aggrandisement of his kingdom at the expense 
of the Arab people. The renewal of hostilities would not disturb 
Egypt, since it is Transjordan which the Zionists would overrun. 
Egypt, on the other hand, has lost so much face by the pathetic 
antics of its army in Palestine, and the lying communiqués with 
which Cairo made them still more ridiculous that King Farouk 
may well feel he can recover some of his vanished popularity only 
by flying his standard in some foreign field. Syria’s general 
reasons for resisting the aggrandisement of King Abdullah are well 
known, but there is a special reason why fighting in Palestine 
and Transjordan would not be unwelcome there. So long as 
there is no settkement with Israel, King Abdullah cannot use 
Haifa port ; he is therefore dependent for all imports on Beirut. 
In fact Fransjordan is the Hyderabad to Syria’s India—with this 
difference, that it is the land-locked power which has the military 
force. 


* * * 


Siam Comes Into Its Own 


The recent invitation to the Siamese to send a purchasing 
mission to London represents a shift in British policy, which i 
also revealed in the higher priority rating’ being given to Briti 
exports destined for Siam. The case for putting suppliers of Si 
nearer the head of the export queue has: been 'r ised for 
time by British business men and officials on the spot; but only: 
recently have their arguments been fully appreciated in London, 

The short-term case arises from the need to keep Malaya. 
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supplied with rice. The British have troubles one there 
et 


without having to reduce the distribution of rice. this 
is the result that the disorder in Burma would produce if rice 
were not available in sufficient quantities from alternative sources 
—in the main from Siam. 

The twin long-term arguments are economic and political. In 
order to pay the Siamese for their rice the sterling area must 
make enough goods available to satisfy their reasonable wants. 
Otherwise the accumulation of unspendable sterling balances will 
mean less willingness either to export adequate quantities of rice, 
or to part with them for sterling. Siam is exporting this year 
something over three-quarters of a million tons of rice, compared 
with about a million and a-quarter tons in the years just before 
the war. At present prices this is worth rather more than the 
£19.6 million earned by the 1939 crop. Like so many other 
primary producers, the Siamese want to buy capital goods, and 
their most pressing requirement is railway equipment, for which 
they have inquired unsuccessfully in Japan. 

Habits of thought die hard, and it is often overlooked that 
sources of supply are nowadays as important to Britain as steady 
markets. In the last three years, when world shortages have 
focused attention on supply rather than demand, the point has 
been obvious. Now, there seems a danger that as supplies 
become freer and markets tighter, valuable markets—such as 
hard currency areas—may be over-cultivated at the expense 
of valuable suppliers. Siam’s currency is soft and Bangkok tem- 
porarily holds a surplus of sterling ; but its rice is now essential to 
the smooth working of the sterling area. It is recognition of this 
fact that has changed London’s attitude recently. 

The second argument for the change arises from the fact that 
Siam alone remains calm amid the bloodshed and confusion 
that rack its neighbours—Burma, Malaya, Indonesia, Indo-China 
and China. There is, indeed, a strong Communist party among 
its large Chinese minority, but very few Siamese are Communists. 
And the Bangkok government’s attitude has been shown by its 
ready help in closing the Malayan border to the bandits on 
British territory. This anti-Communist bastion is well worth the 
careful attention and support of the Western Powers. 


* * * 


Start on the Blitzed Cities 


The blitzed cities of Britain have had a disappointing three 
years since the war ended. Little rebuilding has been possible, 
except for temporary houses and shops which will later prove 
obstacles to the realisation of the cities’ plans for reconstruction. 
The plans themselves, mostly prepared in the first flush of post- 
war idealism, are now seen in some cases to be too ambitious or 
too hastily contrived. For example, the road and rail proposals in 
the Hull plan, however desirable from an architectural or esthetic 
viewpoint, have turned out to be impractical and too costly. It 
by no means follows that bold town planning is a mistake, so long 
as it is based on a thorough and realistic appraisal of social and 
economic factors, and plans such as that of Manchester, which 
were the fruit of considerable research, should bear the test of 
time. 

Even the best plans, however, are confronted with the frustra- 
tions of delay and of increasing doubts about the extent of the 
cost. The work of deciding which are the central areas requiring 
comprehensive redevelopment (and thus attracting the higher 
Government grants) is going on slowly, with the Ministry enjoin- 
ing a more cautious and piecemeal programme on the city councils 
than some of them like. Now at last Mr Silkin has announced 
that some blitzed cities may be allowed to start rebuilding their 
new centres in the near future, although the start will inevitably 
be a very small one. 

This announcement should. at least be a psychological tonic, 
and encourage the cities not to throw away their unique oppor- 
tunities for proper redevelopment. But they still need assurance 
that the cost will not be too great. Government grants for re- 
development areas are reasonably generous, but the cost of land 
acquisition—even though limited to “existing use” values—is 
extremely high. Moreover, while the Town and Country Planning 
Act should ensure that proper planning puts no burden on the 
public purse for the country as a whole, an individual city still 
risks financial Joss from reducing housing densities and increasing 
open space. 


* * * 


Food Subsidies Again 


A written answer given in Parliament before the adjournment 
on the estimated current cost of the food subsidies should cause 
no surprise. Last July Mr Strachey admitted that their total 
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was “something like £470 million a year.” The table given jp 
“ Hansard ” of September 24th merely shows how this £470 millign 
is split up among the different commodities, It can be compated 
with a similar table given last March which showed the estimated 
cost of the subsidies in the financial year 1947-48: — AO 


Estimated Estimated 


Subsid Cu : 
1947- Subsidy z 
({ million) (f million) 
WOE Na aed cee ceases ase arcs See 12-0 154 
ohn LR EET oe EERE ee 56-1 63+7 
Flour other than for bread........... 24-1 STE: 
CN CHE! ios ak CORES shield Dated 26-1 20-0 
Casha’ Meas ook ds 8 oe KOR RES Kes oe 60:2 
BREE oink wis cots sae Wk ok » 8a eo “5 37°5 
I rt ne See es ee ks ak 24-7 36°8 
RUSONO Ski Va he ce kh he cie Vanes ste 22-1 18-8 
Margarine (domestic) ............... 8-1. 15-2) 
Cooking fat (domestic) .............. 1-5 3-0 
Potaweb, ais Haves Aaiacvets exes 19-8 18-6 
Sugar (domestic) ........0..0.s wees 29°38 19-7 
LOBI.25 Adi INb we Weis 3h 40bews cote 9-4 17-1 
Ser BOGGS 5 65+ 2.00.4 We 0:6. 04a maeet Cr. 21°6 Cr. 4:4 
307°6 358-7 
Animal feeding stuffs .............4% 33°2 66-5 
Welfare Schemes :— 
National milk scheme............. 19-5 22-0 
Milk: ist:9GD00N 068 Oe cticu Siiies ees 7-5 8-5 
CREE AA osuretca: trars kes “HK 6-7 74 
Unallocated payment to Argentina ... 10:0 ong 
Exchequer contribution towards New 
Zealand subsidies. ...,..,.......-- 4-0 
Fertilisers and molasses subsidies borne 
by the Board of Trade ............ 6:8 8:3 
395-3 471-4 


Bad as the increase is compared with last year, it is bound to 
prove even worse. The estimate evidently does not take into 
consideration the higher price to be paid for Canadian wheat from 
July 1st, nor the higher prices to be paid for New Zealand's 
butter and cheese under the contract signed last July, nor the 
recently announced increase in the basic retail margin for milk. 
An actual subsidy of at least £500 million a year in the near future 
can be taken for granted. 

Little purpose would be served by restating now the arguments 
against the food subsidies were it not for one important new 
factor—the Government’s intention to spend an additional sum, 
unofficially estimated at {£50 million, on rearmament. Hitherto 
there has been at least a faint hope that part of the necessary 
reduction in the Government’s colossal expenditure could be 
achieved by a cut in its defence programme. Now that defence 
expenditure is to be not merely maintained but increased, the need 
to reduce the food subsidies is more urgent than ever. Yet all 
that Mr Strachey can do is to state once again that the abolition 
of the food subsidies would double the prices of some foods and 
be “ruinous” to the interests of the working class. What would, 
however, happen if the tea subsidy, increased this year from 
£9.4 million to £17.1 million, were abolished ? Each person would 
pay $3d. a month more for his ration than at present. Would 
this ruin him ? Can the tea subsidy, indefensible on economic 
grounds, be justified by nutritional arguments ? The abolition 
of the bacon subsidy would likewise increase the cost of each 
person’s ration by just under sd. a month. But together the 
tea and bacon subsidies alone would save the Government 
£324 million a year. Is the general election too near for it to 
think again? . " . 


Housing Targets and Costs 


Mr Bevan, while opening a new block of flats at Hammersmith 
this week, has again reiterated his forecast that by the end.of 
October 750,000 families will have been rehoused. If the average 
family provided with a new home has averaged four 
perhaps a slight overestimate—this means that some 3,000,000 
people will by then be in new homes. Measured by the com 
parable record after the 1914-18 war this is a huge cap 
measured against the time these new homes have been unde 
ee the multitude still uncompleted, the record is 
ess § . ts 

After Mr Bevan, the Mayor of Hammersmith sang the praises 
of the local authority in providing flats at 13s. 6d. a week for 
coe Fee. Se Oe for oe Ragan eg eS | 

58. to 108. a W as compared with flats at £200 a year Du 
by private enterprise. In the case of Hammersmith the 








the Council flats are estimated to cover the difference between 
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capital and running costs of the flats and the Exchequer and local 
rate subsidies. In this respect Hammersmith has been more 
courageous than some other authorities which are avoiding higher 
rents by additional contributions from rates—thus putting a yet 
further burden on ratepayers. Even so the Mayor might have 
made clear that private enterprise is building without either the 
large Exchequer or rate subsidies. The experience of local 
authorities in erecting and running postwar blocks of flats with 
the expensive maintenance charges for lifts, hot-water, laundries 
and so on is still very new; but some authorities are becoming 
alarmed at the burden to be shouldered either by the tenant or 
rate-payers in general, and rents or rates may have to be pushed 
up further still, thus diminishing, perhaps to vanishing point, the 
difference in the true rent between “ luxury ” and council flats. 

The problem of the increase in house-building costs since 1938 
is discussed in detail in a report* published this week by the 
Ministry of Health. Unfortunately the figures relate to the 
autumn of 1947, and are outdated by a number of changes since 
then in the cost of materials and wages. They do, however, under- 
line current anxiety about the relation between costs, rents and 
subsidies, and confirm past criticism about the waste arising from 
an over-ambitious programme. In an analysis of the causes 
which underlie the rise in cost of.a three-bedroomed house from 
£380 in 1938/9 to £1,242 in 1947, the report says— 

the 1947 house, besides being larger, is built to better and more 

costly standards by higher paid labour using materials at increased 

prices, and working at a lower level of productivity. 

No wonder the costs have risen. The figures used in the report 
are based on averages and tend therefore to be misleading. Three 
points, however, stand out: first that productivity per man had 
decreased by about 31 per cent between 1939 and 1947; secondly, 
that the increases in size and the improvement in fitments and 
outbuildings added another 26 per cent to the cost of construc- 
tion and that local authorities have been steadily increasing the 
size above the minimum ; thirdly, that the number of three-bed- 
roomed houses built is out of proportion to the size of the families 
put in them. The Committee concludes—and who can disagree ? 
—that, under the economic circumstances of the time, the pro- 
gramme has been carried out on a more luxurious scale than the 
country can afford, 


* * x 


Africa in London 
It would be unwise to expect anything startling to be achieved 
by the African conference which opened in London this week. 
The mixed delegations of officials and unofficials from the different 
dependencies have come for discussions only, and their discussions 
will be mainly concerned with economic and social questions— 
with the elimination of the tse-tse fly rather than the Communist 
infiltrator. i 
Nevertheless, the conference is an important innovation. First, 
it ought to help to shake the delegates out of their too prevalent 
parochialism which leads them to believe that their local problems 
can be solved without reference to events elsewhere in the 
Commonwealth and the world. Secondly, many of the African de- 
pendencies now have unofficial majorities in their legislative 
councils, which. makes the present delegations. composed 


~ * The Cost of House-Building. H.MS.O. 1s, 3d. 











531 


as they are of Africans and Europeans, more representative 
of the African people than any previous conference such as that 
of the African governors a year ago. This contact with each 
other and the outside world ought, moreover, to instil a greater 
sense of responsibility into the delegates than some of them ace 
inclined to show in their own legislatures. i 

Thirdly, the conference may help to relax the strained relations 
between this country and the colonies. Never was there a time 
when Great Britain was so obviously anxious and willing to help 
the colonies towards greater independence and economic improve- 
ment. Yet colonial mistrust of its intentions is as intense as 
ever. The colonial problem, it would seem, is neither political 
nor economic, but psychological ; if this is so, the more that can 
be achieved by personal contact between the Secretary of State 
and the representatives of local opinion, instead of through White~- 
hall minutes and directives, the better. 


x * * 


The Cape Franchise 


The progress of political events in South Africa is once more 
becoming disturbing. No sooner does the Nationalist Govern- 
ment appear to be settling down quietly to the business of 
administration than it starts up controversial measures and revives 
the old fears of its real intentions. Last week the bill depriving 
Indians of their right to be represented in the Union parliament 
was given its second reading and passed by a majority of nine. 
Originally the right was granted to the Indians as compensation 
for forbidding them to own land in certain areas. The depriva- 
tion of this right, therefore, is a direct breach of faith by the 
Government which is morally, if not legally, obliged to honour 
the promises of its predecessor. 

Dr Malan has now also threatened to abolish the franchise of 
the coloured and native voters in the Cape Province—the only 
remaining non-Europeans to have the vote. Moreover, he has 
threatened to carry this measure through, nor according to the 
South Africa Act, which requires a two-thirds majority for such 
a Bill, but by a general election or by a referendum confined to 
Europeans only. 

This last threat is also for other reasons sinister. The colour bar 
in South Africa is strong, and both sectidns of the European com- 
munity would be reluctant to resist a measure with which many 
of them agree. General Smuts’s United Party is divided against 
itself on the native question, and though they would probably 
act together against the Nationalists in parliament—thereby pre- 
venting the Government from getting a two-thirds majority—a 
fresh general election or a referendum would be likely to leave 
the balance of the parties as it is now—slightly in favour of the 
Nationalists. If, therefore, Dr Malan can abolish the Cape fran- 
chise unconstitutionally, he will have a useful precedent for 
forcing through other unconstitutional measures—-such as the 
exclusion of British immigrants with “ un-South African vews.” 


* * * 


De Minimis .. . 


No one, surely, will ever again be entitled to complain that 
the nationalisation of industry substitutes for the human and 
accessible management of private enterprise an unapproachable, 
secretive and soulless machine. It may be impossible to find out 
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what profits or losses such and such a publicly owned enterprise 
is making ; er what were the reasons for the resignation of So- 
and-so from the Board; or what has happened about the 
grievances of the widget-fitiers at Lianfair, etcetera. But, beside 
the case of Ned the pit pony at Bedlington Colliery, these minor 
frustrations are reduced to their preper perspective. Ned—so it 
is revealed in a full column of Hansard—had a sore back. His 
friends were worried about him. Failing to get satisfaction from 
local officials, they sought the highest authority; mieux vaut 
avoir a@ faire au bon Dieu qu’a ses saints. Mr Gaitskell, in full 
House of Commons, reassured them; Ned was on the surface, 
Ned was in good hands, Ned was getting veterinary attention, 
Ned’s poor back was coming zlong nicely. Ned’s champions were 
not entirely satisfied ; they wanted a second veterinary opmion 
called in, dropped dark hints that the reasons for Ned’s sore back 
were discreditable to the National Goal Board, to Mr Gaitskeil, 
or at all events to somebody, and proposed to raise the matter 
on the Adjournment of the House—when, in accordance with 
Parliamentary tradition, it will be up to Mr Robens to relieve 
their anxieties. He is no doubt fervently praying for Ned’s speedy 
recovery ; in a land of animal lovers any bad news about his 
wrung withers (or whatever the technical term may be) would 
shake the whole nationalisation programme to its foundations. An 
eerler question concerned the grievances of a mere human, also 
subject to an immobilising ailment, whose local Petroleum Board 
had refused him petrol in spite of a doctor’s certificate. That, 
it seemed, was not a proper subject for Ministerial judgment. 
There is a good example for concerning oneself with the fall 
ef sparrows and the sore backs of pit-ponies. But considering 
what topics are, by the mysterious neo-constitutional rules govern- 
ing the relationship of Ministers to official bodies, ruled out of 
Parliamentary discussion and removed from the ambit of public 
criticism, one wonders just what Ned was doing in the House. 


* * * 


In the Name of Parity 


In a recent book* on education there appears the following sur- 
prising statement: 

the Extra Year fthe 14 to 15 year-olds] is vot an extra year of 

school study bt an extta year of school holiday. 
The justification for this statement is based on a calculation of 
the lengthening of primary school holidays since the introduction 
of the 1944 Education Act whereby primary school teachers 
obtain “ parity of esteem” with grammar school teachers by in- 
creasing their holidays from 10 to 14 weeks. Over a ten-year 
school life the extra year of schooling would thus be cancelled 
out, each child obtaining four weeks less teaching a year and an 
extra year in school at the end. 


The calculation is not, of course, fair. While seventy-five per 
cent of local education authorities (excluding the London County 
Council) have now equated primary and secondary school holidays, 


COMMITTEE’S RECOMMENDATIONS FOR HOLIDAYS 
(Weeks) 

Primary Secondary 

Schools Schools 
Autumn mid-term. ....0........00 00% 1 1 
Christmas vacation .......0. 220 96.9. 2 24 
Spring mid-term ou. os. Piss. TL eee 1 iu 
Raster Varation 4.2 ss0s02525+>2¢ee ee 2 24 
Whitsun 3. ...04. 0. #1 SOULE oak ae 1 bid 
Wid - StS 5 5 SS TRE 4} 6 

11} 12 


a great many elementary school teachers were in the past receiving 
holidays only one and a-half or two weeks shorter than were 
their secondary school colleagues. Parity has also been achieved 
by shortening the holidays of secondary grammar schools, 
Nevertheless the arithmetic lays bare what is done more covertly 
in the name of equality,. .There are_indeed some educational 
arguments in favour of shorter terms for pupils and teachers 
alike, and what is learned in the.extra year at school will outweigh 
what is lost lower down. Whar is more serious fs the attitude 
of.mind among primary school teachers themselves. Even when 
am authoritative joint committee of the teaching bodies and local 
education authorities obtained evidence from parents, teachers 
and doctors abour the optimum fength of holidays its recom- 
mendations were turned down because the primary school teachets 





- would have received half a week’s ess holiday.a year. This is to 
put sensibility before sense. < “ 
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Shorter Notes “0 


The Swedish Premier made it clear this week that Swe 
will adhere to its policy of “ alliance-free ” neutrality, an “ ar 
neutrality.” This is the old course and, in spite of pre-el 
hopes and hints abroad, there never was much chance of it being: 
altered. Now that the elections have changed little except the 
respective strength of the non-Socialist parties, there is even less 
chance. In these circumstances some speculation is current on 
the possibility of Swedish arms being supplied, like other Swedish: a 
goods to both East and West. They may be, but the quantities 
are too small to enter seriously into account. Sweden's own 
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The organised retailers—those hard-pressed men—have passed fr 

a resolution that the census of distribution planned for 1950 should ot 
be postponed as covering so abnormal a period. The President Of 
of the conference went further; any census would be valueless a 
to the trade, only valuable to the Government for the sinister ps 
purpese ef preparing nationalisation, and likely im spite of aij N 
penalties to be boycotted by “ hundreds” of small shopkeepers, M 
There is, indeed, a chance of passive resistance. Small retailers Ca 
have. been kicked around, flattened under piles of forms, beset P 
with narks and agents-provocateurs, and generally goaded into ti 
a thoroughly anti-eivic frame of mind. They are hardly likely to a 
be convinced by the argument that even the self-consciously free- st 
enterprise American Government finds it necessary to collect te 
statistical information far better than that available to the British 0 
Government, and that American business takes census enquiries I 
quite readily in its stride. Perhaps by 1950, with clothes rationing ti 
(one hopes) a horrid memory, their loathing for forms may be y 
less acute. p 
* iH 


The adjournment debate .on railway safety measures, late on 
Thursday last week, turned out to be a duet and not a discussion. 
Mr Champion, who spoke as “a practical signalman™ and sits 
for one of the Derby constituencies, made a well-informed appeal 
for the extension of safety measures. In the public mind, railway t 
safety is usually associated exclusively with*systems of automatic 
train control, of which the system developed by the Great 
Western Railway is most familiar. But'as Mr Champion showed; 
measures to guard against signalmen’s errors are no less impor- 
tant, “Every signalman has made a mistake, or thought he made. 
it, and has gone into a cold sweat, watching the rear light of the’ 
train moving into the darkness, hoping that he will not hear a 
crash.” To which Mr Barnes, speaking his secundo part “as a. 
member of the public,” referred inevitably to shortages of equip-. 
ment, but claimed with reason that the £6,000,000 or £8,000,000' 
required for extending automatic train control. to all main lines 
Was not an excessive sum, and disclosed that the Railway Execu-) 
tive has a programme in hand costing {5,000,000 for track circuit, 
ing (which provides safeguards against signalmen’s errors). : 


* 


Propaganda by envelope for the return to Germany of the 
eastern territories annexed by Poland is the latest symptom of 
reviving German nationalism. Letters arrive at their. destination, 
with labels attached on which appears a map of the “ancient 
German territories ” (including East Prussia of which is 
now in the Soviet Union) and the slogan, “28 million Germans 
were fed by these lands.” Propaganda publicatiens with camou- 
flage titles are also quite common, and London mewspaper offices 
receive well-illustrated and thickly’ doeumented essays on the 
eastern territories which are marked as published with the 
approval of the British occupation authorities, 4fe prevent the use 
of stickers is impossible, but it should be possible for the Bizonal 
authorities to stop the wastage of paper on. dangerous»propaganda. 

of 

Two points stand out in Queen Juliana’s first speech from the. 
Throne opening a new session‘of tae Netherlands States-General, 
last week. First, food subsidies in Holland will have so be seduced. 
to bring the Dutch economy more imto line with the an for 
the completion of the Benelux uniom, Secoad, a beginning is 10 
be made. with Duich. naval.and air force contributions to the — 
defence organisation of the Five Powers of th sels Pact. . 
Both decisions mean real sacrifice | 
favourably with the sacrifices now he 
Union Powers, 
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Books and 


Possibilities and Prospects 


“The Industrial Future of Great Britain.” Europa Publications, 
Limited. 208 pages. 15s. 


Wit the exception of one paper, the fourteen chapters com- 
posing this book consist of lectures delivered, during last winter, 
in a series arranged jointly by the University of London and the 
Institute ot Bankers. Thirteen lecturers took part, experts drawn 
from both academic and practical pursuits, having widely different 
outlooks and voicing, from time to time, decidedly divergent 
op:nions. The course was opened by Professor T. S. Ashton with 
a characteristically brilliant survey of historical origins and 
parallels, Professor G. C. Allen assessed the impact of war, 
Mr Anthony Hurd, MP, acted as spokesman for agriculture, 
Mr Robert Shone and Mr Bonavia underlined the importance of 
capital investment and maintenance in heavy industry and trans- 
port, Sir Jonah Walker-Smith and Mr Leslie Runciman respec- 
tively analysed the problems and achievements of the building 
and shipping industries ; Mr F. W. Paish drew up the balance 
sheet of reconstruction, Mr Palache evaluated the réle of long- 
term finance, Mr Leslie Gamage contributed a penetrating study 
of the export problem, Mr S. R. Dennison, under the title of New 
Industrial Development and Export, probed the practical implica- 
tions of the first great economic principle—that you cannot eat 
your cake and have it too; Professor Sargant Florence, overlap- 
ping slightly with his predecessors, diagnosed probable trends in 
the organisation of industry and so wound up the course. 


All the speakers or co-authors share a high degree of expertise, 
all are, though to varying extents, highly capable exponents of 
their subject, and the sum of their efforts is a most useful, informa- 
tive, often stimulating and astonishingly readable book deserving 
a wide circulation, It owes a great deal to one contributor who 
took no part in the original lecture course—Mr Paul Bareau, who 
in a twelve-page introduction acts as impresario or compére, 
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explaining the nature of the course, summarising and evaluating 
each speaker’s message, and tracing the common threads which 
run through these thirteen independently evolved studies, This 
is a brilliant bit of work, and those readers who go to “ The 
Industrial Future of Great Britain ” for the sake of one item in 
which they have a particular interest are strongly advised to 
safeguard their sense of perspective by studying the whole book. 

The conclusion drawn by Mr Bareau, and likely to be endorsed 
by the book’s readers, is one of qualified and cautious optimism. 
Serious as are. Britain’s difficulties, whether jointly or severally 
considered, none of them poses an insoluble dilemma, With 
realism, energy, and unrelenting vigilance against that_restric- 
tionist “hardening of the arteries” and security worshipping 
which Mr Dennison pillories, the prospects are reasonably promis- 
ing. Technical progress has not stopped; on the contrary, the 
vistas opened up by atomic energy are almost unbounded, “It is 
not,” * says Mr Bareau, “on hopes of this kind that we can begin 
to build in detail for the future ”—that, obviously, would be sheer 
Micawberism. But “we can certainly use the hopes centred 
round this development to defeat the prophecies of gloom about 
the industrial future of this country.” 


From the Russian Front 


“La Volga Nait en Europe.” By Malaparte, Editions Domat. 
Paris, 1948. 348 pages. 350 francs. 
TuHIs book contains the series of dispatches, censored and un- 
censored, written by an Italian war correspondent for the Corriere 
della Sera, while he was working on the eastern front. He covers 
first the invasion of the Ukraine by the Axis forces, and secondly 
the siege of Leningrad by the Finns. Before the war his anti- 
fascist writings had cost.Signor Malaparte five years in exile on 
the Lipari islands. During the Ukrainian campaign his favourable 
assessment of the Russian chances of eventual success caused him 
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to fall foul of the Gestapo, which arrested him in the autumn of 
1941 and sent him back to Italy. After four months in an I 
concentration camp he was sent off to Finland, whence he fe- 
turned to help in the liberation of Italy. : 

In his preface to the French edition, Signor Malaparte describes 
his articles, which in book form were confiscated by the Germans 
in 1943, and which earned him a congratulatory visit from Signor 
Togliatti after the liberation, as his geste de révolte against 
Fascism. For those who were able to read between the lines 
they contained an encouraging picture of the ability of the 
Russian Army to beat back the invaders. The optimism was 
based on the fact that for the first time the very highly mechanised 
German Army was opposed, not by the predominantly peasant 
armies of the Italians and the Poles, but by another “ workers’ ” 
army, “this colossal creation of the five-year plans,” in which 
military discipline was allied to the technical discipline of the 
workshops. Moreover, the mud, the dust, and the vast distances 
forced the German Army gradually to revert to an old-fashioned 
infantry-type army. In the light of later events, Signor Malaparte, 
who is no more a Communist than a Fascist, regards the Russian 
successes with modified enthusiasm. The ttle of his book is 
designed to drive home the falseness of the illusion that Com- 
munism is an Asiatic phenomenon. He holds the unfashionable 
view that if a third world war is deferred for a number of years 
it would primarily be between the “democratic proletariat of 
western Europe and the proletarian dictatorship of Soviet Russia,” 
with the United States playing only a secondary role. 

However, it is not the forecast of things to come, but the 
descriptions of events past which especially distinguishes this 
book. The author’s occasional purple patches on the beauties of 
nature cannot obscure the vividness of his descriptions. Two 
especially stand out. One is of the old Ukrainian peasants 
liberated from the Bolsheviks, clearing out their church which had 
been used as a granary, watched with tolerant amusement by the 
young, to whom it all meant nothing. The other is of a Finnish 
ski patrol setting off across the frozen Gulf of Finland to attack 
the Russian ships imprisoned in the ice off Kronstadt. 


Introduction to America 


“The American Union.” By H. G. Nicholas. Christophers. 
315 pages. 10s. 6d. 


Tuts book is an introduction, for the British reader who is 
approaching the subject for the first time, to the history of the 
United States from its colonial period through the developing 
years after the Revolution and the “fiery trial” of the Civil War 
to the day when America flung back the curtain that had been 
hiding the atomic age and faced the challenge of applying to 
the world the wisdom learnt during nearly four centuries of unit- 
ing a continent. The title of the book is particularly apt and it 
fills a gap between the shorter general introductions, which need 
to be supplemented by more factual studies if they are to bring 
real understanding, and the many longer histories, which are too 
complex for the reader who is seeking a simple explanation 
of how this United States grew from the beginnings which he 
remembers from his English history lessons to the importance 
which gives it daily headlines in his newspapers. 

An author who tries to compress 300 years of history into 300 
pages of pleasantly large type cannot avoid an occasional rather 
monotonous chronology. Once the days of the early settlers are 
past, the idealism that lies behind so much of the story of the 
Civil War, of the conquest of the West and of the New Deal, 
is somewhat obscured in the mass of detail. But the average 
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reader, if he is also an average film-goer, wil] know far 
about the romanticism of at least the first two than he 
about the facts which Mr Nicholas presents so clearly. Jf jg 
doubtful whether any better historical outline is possible within 
the limitations which he has set for himself, although possj 

a little more emphasis might be put on the present-day importance 
of such fundamental institutions as the Constitution and the 
Supreme Court, which are hardly mentioned after the able 
descriptions of their formative periods. 


But the development of that aspect of the United States which 
has the most direct impact on the British reader, its foreign policy 
is traced lucidly and completely from before the days of the 
Monroe Doctrine to what is probably the most far-reaching trang. 
formation in American history, the reversal in the nation’s thinking 
on international] affairs between 1918 and 1945, a reversal which 
has been made even more complete, since Mr Nicholas finished 
his book, by the acceptance of the Marshall Plan. 


The Need for Enterprise 


“Enterprise First.” By William Wallace. Longmans. 112 
pages. 8s. 6d. ‘ 


THE problem of how to preserve a spirit of enterprise in a period, 
if not necessarily of socialism, at least of widespread State inter- 
vention is attracting more and more attention. Planning will 
kill prosperity stone dead if some solution is not found to the 
present conflict between the healthy impulses of those who need 
freedom to pursue their schemes of industrial development, and 
the well-intentioned efforts of civil servants who are attempting to 
direct those impulses “ according to plan.” This book is one effort 
to solve this problem. 

Mr Wallace is a director of Rowntree’s and during the war was a 
director of a different kind in the Ministry of Food. He draws 
upon both his civil service and his business experience for his 
book and gives a very fair assessment of the relative spheres and 
fundamental differences between the civil service and industry 
and commerce. As with other successful temporary civil servants 
he has returned to business with a much better understanding of 
the problems and importance of the civil service. 


The best parts of the book are concerned with descriptions of 
events in which Mr Wallace was personally concerned. His 
account of the relations between the State and the cocoa, 
chocolate and confectionery industry during the war are vivid and 
interesting, and the distinction he draws between the role of the 
Ministry of Food in determining major questions of policy, such 
as the types of goods to be made and the principles of rationing 
and price control, and that of the industry in implementing this 
policy from day to day are valuable. When, however, Mr Wallace 
slides from the particular to the general he is apt to seem innocent 
and repetitive. This is due in part to the delay in publication: 
for example, his conception of public boards is written without 
reference to any of the new nationalised boards and their teething 
troubles: similarly, other ideas which appeared new to the author 
when he wrote them down during the war are now over familiar. 
For all this Mr Wallace makes a sincere and unprejudiced attempt 
to distinguish between the right spheres of public contro! and 
private enterprise, and his conclusions, if not new, are fait 
and reasonable. This is a book which ought particularly to be 
. by aes industrialists, and by the “ regulators ” in the Board 
of Trade. 


Western Union 


“Western Union.” Prepared for the United Nations Associa- 
tion by Andrew and Francis Boyd. Hutchinson. 10s. 6d. 


THE 175 pages of this book are equally divided between the work 
of Mr and Mrs Boyd and such statements on Union in Europe 
as Mr Bevin’s “Western Union” speech of last January, the 
resolutions of The Hague Congress and the preamble and clauses 
of the Brussels Treaty. The editors give a simple and accurate 
analysis of the problems and stages of resolution which have 
brought the Western Union idea to its present prominen 

including description of the working of such bodies as CEB 
and ECE. Their objectivity is such that only a pleasing i 
is allowed to creep in here and there. There are exce 
appendices for reference, including “Dates in Europe’s S 
and population figures for Europe and its overseas dep 
The total is a useful and authoritative work of reference whid 
is also short and readable. Further editions should give mon 
attention to the e of Benelux, to America’s part ! 
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Letters to 


The Planning Act in Difficulties 


§ir,—Your comment in “Notes of the Week” in the issue of 
September 25th is true so far as it goes, but I think it misses the 
real point of the difficulties: into which the Planning Act has run. 

They have arisen almost entirely because land owners have 
good grounds for their belief that the compensation which will 
be payable for their lost development value will be hopelessly 
jnadequate, and because they know that even what will be paid 
will not be paid for the best part of five years. They therefore 
cannot afford to sell their land at less than the amount at which 
it stands in their books. In cases where mortgagees require to be 
paid off before a sale can take place the owner has no option but 
to do his best to sell (if he is to sell at all) at something near the 
pre-Act figure—there is no question that a mortgagee requires 
payment from the owner/mortgagor on the old basis. 

Compulsory acquisitions of (building) land by local authorities 
and Government Depariments at the “existing use” value— 
which in practice is, so far as vacant land is concerned, purely 
nominal—must inevitably cause the complete disruption of the 
private owner’s finances where he has bought (as almost all of 
them have bought) on the old basis. Apparently the Central Land 
Board is new threatening to lengthen the trail of land owners 
who are being beggared by the financial provisions of the Act. 

Nevertheless, it is to be wondered if the Central Land Board’s 
threat is not a piece of bluff designed to frighten landowners into 
selling in a free market at the “existing use” value. I think the 
bluff will be called, and I think it may fail for two related reasons. 
In the first place, no owner will sell at an uneconomic price (an 
act which may be tantamount to signing his own petition in 
bankruptcy) unless and until the situation is, in actual fact, taken 
out of his control ; furthermore, while it may be possible to bluff 
a land owner, the Central Land Board will not easily bluff his 
mortgagee. In this event, administration of the Central Land 
Board’s proposals will surely become an impossible task if owners 
do in fact hold out—as I think they will have to—until compul- 
sory purchase proceedings are put in train and completed. When 
one considers the multitude of free market transactions it is simply 
not credible that the machinery exists—or can be brought into 
existence within a reasonable time—to enable the Central Land 
Board to indulge in large-scale and miultitudinous land 
acquisitions. 

Your fear that the “ burden” (ie., the cost of land on the old 
basis plus the development charge) will be passed on to the con- 
sumer is not entirely justified. The effect of the Building Materials 
and Housing Act, 1945, and of the limitations of the selling and 
letting prices of properties erected under licence, should prevent 
this, provided that the provisions of this Act are correctly adminis- 
tered by local authorities. But what will inevitably happen is 
that developers who are limited to a selling or letting price which 
covers only the “ existing use ” value and the development charge, 
but who are faced with a cost in their books of a development 
which includes the cost of the land bought on the old basis and 
the development charge, will have to cover their commitments 
somehcw. One way to do it is to scamp the building, and so 
reduce the cost, and quality, of construction—the other way is 
not to build at all—Yours faithfully, FRANK HELLINGS 


79 Cannon Street, London, E.C.4 


The Reward of Work 


Sir,—Whilst agreeing with the substance of Mr Brech’s letter 
and your comment thereon in The Economist of September 25th, 
I think that two points are open to question. 

The assumption that the level of morale is a direct product of the 
competence or deficiency of management is, unfortunately, an 
Over-simplification. Nobody would deny that the quality of 
Management is an important factor in contributing to the level 
of morale, but no industrial unit works in an ivory tower and 
morale is basically a national matter. The policy of a trade union, 
for instance, may affect the morale of a firm’s workers far more 
than the activities of its management ; the threat of war, the result 
of the Derby, the price of beer, a strike (official or otherwise) in 
some other organisation—these are the sort of factors that influence 
morale. - 

_ Personnel managers are beginning to realise that there is no 
simple answer to the problem which these conditions raise. So- 
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called incentive schemes may or may not work according to the 
state of the political and social climate: even the standby 
of the rough-and-ready school of management—higher wages— 
is offset by an appreciable rise in the marginal disutility of work, 
and a further variable is introduced by a fluctuating cost of living. 
Yours faithfully, A. G. P. Ettiotr 


61, Crossefield Road, Cheadle Hulme, Cheshire. 


No Peace—No War 


S1R,—I doubt if your view of the analogy between Hitler ir: 
1938 and Stalin today is strictly accurate. Surely it is not true 
that Hitler wanted war in any event (save in the sense of a 
limited liability campaign against, e.g., Poland or Czechoslovakia)? 
He wanted two things, (a4) power and the accession of territory 
which that would represent ; (b) in the process of obta‘ning it to 
humiliate if possible the former enemies and yictors of Germany, 
though this was not quite unmodified in the case of Great Britain. 
What, then, does Stalin or the Politburo want? (a) Power as 
with Hitler ; (b) the spread of Communism 4 la Russe till Moscow 
becomes the power centre and Mecca of a Communist world ; 
(c) meanwhile a clear demonstration that the non-Communist 
nations are inferior to the Communist. In each case war was, 
and probably is, a possible instrument of policy whenever victory 
seems assured and the objectives cannot be obtained without it, 
Not otherwise. But the threat of war must be a continuous instru- 
ment of policy otherwise the objectives will never be obtained, 
To say that this is the Eastern question intensified may be true ; 
but it is intensified out of all recognition of its prototype. It is 
clear that if this threat of war is to be effective any element of bluff 
in it must be carefully concealed. Such a policy naturally has 
advantages for totalitarian dictators operating against democratic 
governments, who cannot in the nature of things resort to war till 
they are driven into the last corner. Moreover, it handicaps such 
governments by imposing on them vast re-armament schemes 
which must embarrass and may crush them ; or lead to a revolt of 
public opinion against them. There is, however, always the 
danger of an explosion taking place at the wrong moment. Un- 
fortunately, history tells us that blindness on this score is a malady 
to which dictators are sadly prone.—Yours faithfully, 


24 Chester Street, London, S.W.1 JOHN MARTIN 


From The Economist of 1848 


September 30, 1848 

A considerable number of gentlemen assembled at Brussels 
last week from France, Holland, England, and the United 
States, and constituted themselves a Congress for the Promo- 
tion of Peace. The excellence of the object admits of no 
doubt, but it is doubtful whether the gentlemen present 
exactly comprehend the present general cause for the inter- 
ruption of peace. Their only idea of peace was the reverse 
of war between nations... . 

Peace has now prevailed in Europe for an unexampled 
period. For three and thirty years most of its governments 
have been on friendly terms with each other, They long ago 
formed a great or Holy Alliance for the purpose of preventing 
war. They have held congresses for the same end. No 
sooner do disputes arise between any of them than others 
offer their mediation, and peace is preserved. England has 
become a great mediating power. She has mediated between 
the United States and France, and Holland has mediated in 
our disputes with the former. . . . With the flagrant example 
of Charles Albert before our eyes, we cannot say that 
sovereigns and governments have given up war altogether ; 
but their SERINE hatred, and dread of one another | 
not now constitute the master evil of society, against which 
humane and enlightened men should direct their efforts, . . . 

The congress has not duly appreciated the wants of the 
age. War between governments has practically, as well as 
theoretically received, we are happy to acknowledge, great 
discouragement. The war that now disturbs 
between established governments and revolution. . . . \ 
have no knowledge of any period in the history of mankind 
when there was such a general hostility between the 
and the rulers as now prevails on the continent, such 


a general subversion of authority... 
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AMERICAN SURVEY 





Red, White and Blue Herrings 


(From Our US Editorial Staff) 


HE special trains of the various candidates for the Presi- 

dency and Vice-Presidency are now crawling backwards 
and forwards across the country, crossing and recrossing cach 
other’s tracks, sometimes barely avoiding the embarrassment of 
simultaneous arrival in the same town, sometimes following each 
other along the same stretch of line, as if they were electric 
trains on a miniature railway controlled by some small boy with 
a taste for risking collision. 

Mr Earl Warren was the first to start, leaving Sacramento 
on September 15th and heading east. When he turned south 
at Salt Lake City to help the Republican candidates in Colorado 
and New Mexico, rwo of the states in which it is hoped that 
Senate seats can be won from the Democrats, the President 
slipped behind his back to San Francisco and Southern Cali- 
fornia. Mr Dewey, who had been hot on Mr Truman’s heels, 
two days behind in Des Moines and only one in Denver, then 
gave up the chase and took the road to Albuquerque which Mr 
Warren had covered five days earlier. From there he went 
west through Arizona and passed the President, travelling in 
the opposite direction, between Phoenix and Los Angeles. Mean- 
while Mr Warren had turned aside, in the hope of saving a 
doubtful Republican Senate seat in Oklahoma, before going east 
to show himself to thousands to whom he was only a name. 

The campaign train is a feature of American electioneering 
which, like the Constitution, is impervious to change. Mr 
Wallace shows his complete lack of understanding of when to 
accept tradition and when to recognise the American desire for 
novelty by travelling about the country by air. The air has 
no “ whistle stops” at which a candidate can, at the expense 
of five or ten minutes, flatter a whole county into giving him its 
vote. Nor is the campaign train itself susceptible to modernisa- 
tion. Last week the Twentieth Century Limited, the most 
luxurious train between New York and Chicago, was provided 
with new equipment—including showers, a barber’s shop, tele- 
phones and acres of rare panelling and stainless steel—for what 
is only an overnight journey. But the rolling-stock on which 
candidates and their staffs live for weeks at a time remains the 
same as that which carried President McKinley round the 
country. Streamlined trains have their advantages but they 
do not include a back platform on which to be seen and from 
which to speak. The all-important last coach sets the fashion 
for the rest of the train which, though given a coat of fresh 
paint, is made up of ancient Pullmans, upholstered in nineteenth- 
century plush. 

At the back of this last coach hangs a red, white and blue 
illuminated sign (in Mr Dewey’s case it reads “ Dewey Victory 
Special”) and above it there is a microphone which, at every 
stop, is connected with a loud-speaker van, brought to the station 
by the local Party Committee. The candidate and his family 
live in this coach. The next three or four are for the high 
command (the candidate’s advisers, Senators from his home 
state, the Congressmen from his home. district, his public 
relations staff and the manager of the train) and the local VIPs 
who join the train for the trip through each state. In front 
are the press, on whom the candidate must count to transform 
a local appearance into a national event. They have a dining- 
car, a club car, a work car (with a shelf along each side and a 
staff from the Western Union Telegraph Co. ready to throw 
their copy to messengers waiting at every station) and four or 
five coaches of bedrooms. Mr Dewey’s train has. seventeen 
cars and a constantly shifting population of between eighty and 
a hundred correspondents. Truman’s and Mr Warren’s 
trains are two cars shorter, neither having thé same attraction 
for the press. 


The routes of these trains are decided and their stopping 
places chosen to influence the doubtful states and not to flatter 
the faithful. Nobody will waste any time this year on Maine, 
which held its Congressional elections in September and gave 
its new Republican Senator over 71 per cent of the total votes, 
But the inhabitants of Raton (population 7,607) and Las Vegas 
(population §,941) in New Mexico must have been pleasantly 
surprised that both Mr Warren and Mr Dewey stopped to speak 
to them within a few days of each other. The small group of 
enthusiastic children and apathetic Mexicans who greeted them 
may not have seemed worth the time of such busy men. But 
Major-General] Patrick Hurley is involved in a close race for the 
Senate with Mr Clinton Anderson, a race which he seems at 
the moment likely to lose, and every vote counts. So does every 
Senate seat in a year when control of the Senate is the only 


issue in doubt. 
* 


By starting first Mr Warren had the field to himself for two 
days, after which the words of the maior candidates drowned 
much of what he had to say. But his first speech at Salt Lake 
City set the tone which both he and Mr Dewey have kept ever 
since. “In both parties” he said “ there are those who would 
say that all good flows from their own party and all political 
evil from the other. But the vast majority of Americans know 
that this is not true. They know that good Americans are to 
be found in both parties. They realise that there are pro- 
gressives and conservatives in the ranks of both.” Four days 
later, Mr Dewey, in Des Moines, announced that “I will not 
contend that, all our difficulties today have been brought about 
by the present administration. So far as I am concerned this 
campaign will not create divisions among our people.” 

Mr Truman, on the other hand, redeemed his promise to 
“give ’em hell,” by telling 80,000 farmers (who had gathered 
for a ploughing contest, not to hear the President) that “ The 
Wall Street reactionaries are not satisfied with being rich. They 
are gluttons of privilege,” a phrase worthy of Mr Wallace, bur 
one which showed a certain ingratitude to such men as Messrs 
Forrestal, Lovett, Hoffman, Harriman and Lewis Douglas, all 
of whom have given up large salaries to work for him. As far 
as is known no farmers have made similar sacrifices. Not 
was the remark tactless ; it was also ridiculous. In the fields 
nearby were over fifty private aeroplanes and thousands of cars 
belonging to his audience. It was in vain that he reminded 
these farmers of their plight when the Democrats came into 
power in 1933 and their neglect at the hands of Republican 
administrations during the “twenties. Gratitude for past favours 
has never been considered a good reason for voting. 

The two Republicans have come down from their non-partisan 
pedestal only to discuss the problem of disloyal officials... At 
Salt Lake City Mr Warren introduced the subject tentatively 
by saying that “It will be no problem for Tom Dewey to - 
Communists out of the government—because he’ll never. 
them in.” This reference was so popular that he enlarged on 
it in later speeches and Mr Dewey took it up at once by te 
minding his audiences that they had been told by the President 
that the —— of Communists in the government was a “red 
herring ” ough the Administration had appropriated 325 
million to get them out, But the Republican candidates hav 
no need, except to give contributors to the campaign fund some, 
fun for their money, to take even this slight notice of Mr 
Truman’s presence. The remarks about “ red herrings ” (to.# 
country which, even if it does not approve of the Un-American 





Activities Committee, is genuinely alarmed) and “ gluttons of 


ee 


a rr ir | oe ee ee eee 








@2RGERBARSE LEH Bae 


ewe boRwex an mvuas @©B5 AHR RATFTSSBERAR aA as 


n 
if 
y 
t 
t 
n 
ii 
t 
: 
f 

4 
) 

f 


THE ECONOMIST, October 2, 1948 


privilege ” have destroyed whatever faint hope the President 
might have had of recovering the ground lost during the last 
three years. 

Mr Truman made a fundamental mistake in his campaign, 
one that his predecessor never made, Mr Roosevelt always took 
care to leave the role of attacker to his opponents, only occa- 
sionally, as he did in his 1944 speech to the Teamsters’ Union, 


provoking them to bad-tempered indiscretions. But Mr Truman, 


perhaps out of desperation, has become the challenger and has 
left Mr Dewey to play Mr Roosevelt’s part—that of the states- 
man whose appeal is above party. It is too late now to lead 
the Republicans into any such trap as that into which Mr Dewey 
fell four years ago, in his Oklahoma City speech ; they need 
only to remain dignified to the end, oblivious of Mr Truman 
yapping at their heels, 


At Philadelphia, though the Republican Convention was ex- 
citing and the Democratic gloomy, it was noticeable that the 
Democrats recited with pride the record of their sixteen years 
in office while Republican speakers, with few exceptions (among 
them Mr Dewey) attacked the memory of Mr Roosevelt and 
accused him of every crime, including “ saving his political 
fortunes by plunging us into war.” Had Mr Truman continued 
to remind his audiences of his party’s record, contrasted it with 
that of the Eightieth Congress and left the attacking to Mr 
Dewey, he might have done better. It is apparent that Mr 
Dewey is not much impressed with the Eightieth Congress and 
is relieved that he has been saved, by the introduction of ex- 
traneous subjects, from having to defend it in detail. Many of 
its Republican members, however, who are proud of what they . 
did, are obviously disappointed with him and Mr Warren. 
Having no understanding of the effect which a divisive campaign 
might have on American prestige abroad, they feel cheated when 
they hear only mild criticism of the Administration and none 
of its policies. Mr Dewey, well aware that he is likely to 
become President at a critical moment in his country’s history, 
is making no unnecessary enemies. He will need, in the next 
four years, all the unity for which he is now asking. 


American Notes 


Dewey and the Atom 


Governor Dewey dropped the first bombshell of his cam- 
paign only 400 miles from the New Mexican desert where the 
first atomic bomb was tried out. This was his suggestion that 
the development of atomic energy for civilian use be freed from 
the “dead hand of government” and turned over to private 
industry. If it had been up to Washington to develop electricity 
and the automobile, we would still be using paraffin lamps and 
the horse and buggy, Mr Dewey said. In the past the fierce 
debate over atomic controls has centred on the question whether 
government policy should be made by civilians or the military. 
Blockbuster or dud, Mr Dewey’s preference for commercial ¢x- 
ploitation is in one sense only a time bomb with greatly delayed 
action. For he did nat dispute that government control must 
continue until the threat of war is cleared away, and this idyllic 
State of aifairs is not likely to materialise very soon. 

But Governor Dewey may regret, both on the stump and in 
office, this departure from his safe and sure campaign on national 
unity ; it has provided the Democrats with a much-needed cam~- 
paign windfall; and will cause many misgivings among inde- 
pendent voters who feel that atomic energy, like foreign policy, 
should be kept out of the political battle. My Kefauver has 
accused the Republican candidate of dragging the most important 
issue in the world into partisan politics; Senator Barkley secs 
the sinister hand of big business in a plot to turn the $3 billion 
atomic energy industry over to private profit. The cry of 
partisanship will be supported by reference to the Congressional 
atom spy hunt (though the Committee has had the grace to denv 
itself the luxury of open hearings, in the interest of security) 
and to the refusal of Congress to sanction more than two-year 
terms for members of the Atomic Energy Commission, on the 
ground that the new President’s hands must not be tied, 

_ The charge that private industry has been frozen out of par- 
cipation in atomic development is hard to accept, given the 
technical and military risks which exist. Ownership of plant and 
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resources and control of policy are in the hands of government, 
but private firms and university research departments run the 
laboratories under contract, Is it profits, rather than participation, 
which Mr Dewey objects to freezing out? Less than a year 
ago the chairman of the Detroit Edison Company was congratu- 
lating the Commission on calling in the “immense talents. of 


American industry” to aid in plotting the industrial uses of 
atomic energy. 


_ Over-concentration on the military aspects of atomic energy 
is a fault of the times, But the last report of the Atomic Energy 
Commission was more hopeful than ever before of the early 
development of atomic power for civilian use. It might, the report 
said, outrank coal and electric power in twenty years’ time, given 
the condition that “ breeder piles” prove practical. The: first 
atomic power plant in history is to be constructed during the 
next eighteen months near Schenectady, New York, and operated 
by the General Electric Company. If ‘the Commission’s ‘scient.sts 
are right, this pilot plant will produce even more fissionable 
material than it consumes as fucl in the generation of electric 
power, 


x * * 


How Not to Build a Party 


“We've got to build a party, Beaney,” said Mr Wallace to his 
campaign manager, Mr C. B. Baldwin, last week in the course 
of a speech which undermined most of the Progressive Party’s 
existing foundations, leaving intact only the Communist base 
which Mr Wallace pretends is not there. He offended all the 
political proprieties in this speech ; he wandered wistfully in- 
stead of leading with enthusiasm; he disagreed with his cam- 
paign manager publicly instead of privately as etiquette demands ; 
his words had a sibylline quality which gave belated justification 
to the epithet of “ Veiled Prophet” which the Chicago Tribune 
invariably applied to him in the days when he was Vice-Presi- 
dent ; he was imprudent enough to speak extemporaneously on 
an occasion of importance. Interpretations of his speech therefore 
vary, but his insistence that those liberals who do not break away 
from the Democratic Party now will have left it until too late, 
appears to have undone all the careful efforts made by Mr 
Baldwin earlier in the evening to attract the votes of progressive 
Democratic and left-wing but non-Communist independents. 
Mr Baldwin had given details of how the Progressives were help- 
ing those progressive candidates for Congress who were not 
prepared to abandon their Democratic allegiance. He thus tried 
to answer the criticism that the main effect of the Progressive 
campaign will be to ensure a reactionary government for the next 
four years and that the party is thus playing the Communist game. 


Mr Wallace also contributed a slogan which will hardly stimu- 
late his supporters to excessive efforts during the next few gruel- 
liag weeks: “Life begins on November 3rd ”—the day after 
the election. His suggestion that the party must not depend on 
one man and that it must broaden the basis of its leadership also 
gave the impression that the Progressives would have to start 
their new life by finding a new prophet. 


This embarrassing demonstration of political ineptitude was 
made worse by its occasion, a dinner of “ Businessmen for 
Wallace.” The extent to which their confidence had already 
been shaken was shown by the fact that only 400 were there, 
compared with 1,200 at a similar dinner five months ago. Esti- 
mates of the number of votes Mr Wallace is likely to get have 
declined in a similar proportion during the same period, from ten 
to three million. The businessmen followed the usual ritual, 
even if Mr Wallace did not, by paying $100 a plate, but most of 
the $2,500,000 which his campaign is expected to cost is being 
raised in a less traditional way, by charging from 60 cents to $2.50 
for admission to his meetings. 


Mr Wallace still finds the majority of his supporters amongst 
the young and the poor, the Jews and the Negroes, in the big 
cities and on the coasts. Im New York City, where he is ex- 
pected to get one-third of his total number of votes, it continues 
to look as if he may draw enough support away from the Demo- 
crats to give Mr Dewey the State. But in California, next to 
New York the chief Progressive stronghold, Mr Wallace’s pros- 
pects are declining, and in Illinois and Missouri his name will not 
even appear on the ballot. His candidacy has only been 
actually certified in seventeen States, which besides New York 
and California include Michigan, Minnesota, New Jersey, Oregon, 
Pennsylvania and Wisconsin. However, he is said to be sure of 
a place in the ballot in fifteen more, and there is still hope of 
bringing the number up to the original forecast of forty-four. 
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The Big Stick 


In the past the United States has sometinies been accused 
of reversing Theodore Roosevelt’s advice to speak softly, but carry 
a big stick ; America’s voice in world affairs has been supported 
too often by potential, rather than immediate, might. Today Mr 
Marshall is equipped with a bigger stick than any other American 
Secretary of State in time of peace. In addition to the atomic 
bomb, which is always in the background of everyone’s thoughts, 
the revival of conscription and the rearmament drive have met 
with overwhelming public approval. The strength of the Armed 
Forces has risen to 1,518,000 from the postwar low of 1,266,000. 
More recentiy, the Newport agreement suggests that at last the 
three Services are reconciled, if necessary, to fighting one, rather 
than three separate wars; and planning for industrial mobilisa- 
tion has reached a point where it is expected to save from five 
months to a year in bringing the full resources of the United 
States to bear on any enemy. 

The first fruit of the Newport agreement has been the drawing 
of a complete picture of what the three Services would require 
in the event of war. The Munitions Board is already placing 
“phantom ” orders for 100,000 machine tools with 300 firms; a 
telegram will set these orders in motion without the loss of time 
and energy involved in 1941 when businessmen seeking contracts 
had to kick their heels in Washington waiting-rooms. It will 
now be possible to extend this web of shadow orders to other 
vital industries, and it is expected that, if war breaks out, no 
more than 18 months would be needed to bring mass delivery of 
every kind of equipment except the aircraft carrier and heavy 
bomber. The Munitions Board has already allotted 17,500 in- 
dustrial plants to specific branches of production in the event 
of hostilities ; it hepes, in all, to classify from 25,000 to 30,000. 
No great building expansion is expected, such as that which took 
place during the last war. On the industrial reserve there are 
156 complete plants built for war manufacturing and now held 
in stand-by condition, and another 245 of these facilities leased 
to private companies who have contracted to make them available 
for war production within 120 days. 

The National Security Resources Board is also drafting stand- 
by legislaiion on controls for Congress‘onal approval, on two 
assumptions: that of a limited, and that of a full-scale emergency. 
Foresight of this kind failed to impress Congress in the years 
before Pearl Harbour. 


* * * 


The Defence Budget 


The unity of the Armed Forces faces a new and severer test 
in the defence budget now being drawn up. This will ‘be the 
first unified budget for all three Services ; in the past, the Army 
and Navy presented, and lobbied for, separate appropriations. The 
inevitable pangs at this surrender of independence have been 
intensified by the $15 billion ceiling imposed by Mr Truman on 
defence costs for the fiscal year 1949-50. This is only slightly 
‘$241 million) more than the amount granted for the year ending 
in June, 1949; the preliminary (and no doubt grossly inflated) 
requests of the three Services added up to $30 billion. It is 
thought that this ceiling, if maintained, may require the reduc- 
tion of some programmes already underway. But the maiden 
voyage of the first unified defence budget involves more than Mr 
Forrestal’s ability to induce each Service to moderate its ambi- 
tions. The budget he draws up must pass the scrutiny of the 
Bureau of the Budget, of the President, and of Congress ; and 
there is no guarantee that Congress may not upset the apple-cart 
by reallocating the money, or increasing or decreasing it, as‘ it 
did over the 70-group Air Force in the last session. 

One additional hazard this year lies in the fact that although 
the Budget will be presented to Congress by Mr Truman, the 
odds are that it will be implemented by Mr Dewey. It is not 
thought that Mr Dewey’s views on foreign policy will allow him 
16 demand drastic cuts in defence, but the new broom of a 
Republican Administration will be expected to substantiate its 
claims to efficiency and economy ; the most in preparedness will 
be required from every defence dollar. There seems to be a case, 
if the Republicans are victorious in November, for extending 
bi-partisan co-operation from the State Department to the 
National Military Establishment during the two months before 
they are installed. 

The chief reason, however, for limiting the share defence may 
take of the national cake is the desire not to impose new and 
unmanageable inflationary pressures. It is thought that, without 
the revival of controls, a $15 billion defence budget is all that 
can be absorbed as long as business is booming. The revival of 
military Lend-Lease is beginning to be discussed; unofficial 
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reports suggest that Congress may be asked to appropriate 
$2 billion for military assistance to Europe for the fiscal year 
beginning in July, 1949. But it must be remembered thar in 
1940 there were unemployed men and resources ; without a te- 
cession, the supply of arms from America would, like an increase 
in the domestic defence budget, present the new Administration 
with the prospect of reimposing the controls the Republican Party 
has steadily opposed. 


Shorter Notes 


In a recent Gallup poll Americans indicated their approval and 
support of a military alliance with western Europe. Three oyt 
of every four people questioned were in favour of joint defence 
plans between the United States and the Marshall Plan countries: 
this sentiment has grown during the summer as the Berlin crisis 
has compelled attention. Democrats and Republicans have 
similar views on a firm policy toward Russia (80 per cent of 
the individuals polled are willing to risk war to stay in Berlin) 
and international co-operation. This is an astonishing contrast 
to public opimon after World War I, when there was general 
determination to forget about Europe. 

* 


Due to recent experiments in the development of chemically 
coated seeds great oaks could now grow from larger acorns, 
Although the process is still in the evolutionary stages some 
growers are already advertising seeds covered with ingredients 
which facilitate germination. Very small seeds are enlarged so 
that they can be planted individually, which has the dual advan- 
tage of reducing waste of the seed and the hours spent on thinning 
and transplanting. Vegetables whose germination can be ruined 
.by extreme dry or wet soil conditions are protected by the cover- 
ing and their growth is stimulated by the chemicals impregnated 
in the casing. The cost to the grower is higher than for un- 
covered seeds but it is claimed this is repaid by the greater yield 
and the labour-saving advantages of the invention. 

* 


Retired and disabled miners gathered their first fruits from 
last _June’s coal wage agreement on September 16th when they 
received their first monthly pension cheque of $100 from the 
United Mine Workers’ Welfare and Retirement Fund. To be 
eligible the pensioner must have worked as a miner for twenty 
years, be 62 years of age and have retired after May, 1946. At the 
aze of 65, he will draw regular social security benefits, which 
will increase his income to between $130 and $140 per month, 
Actually many of those eligible for welfare pensions are expected 
to continue work in the mines, where wages average almost $300 
per month. Payment of the pensions is made possible by royalties 
of 20 cents a ton put into the fund by the coal operators. 

. 


In spite of an anticipated carry-over of six million bales this 
vear, the Secretary of Agriculture has decided that cotton is not 
yet in surplus supply and he has announced that there will be 
no marketing quotas imposed on the growers for the 1949-50 crop, 
The knowledge that marketing and acreage restrictions will not 
now be required gives the planter the assurance of one last lush 
year before support prices are reduced. Political tempers in the 
south may be sweetened by this assurance. Another result of 
this decision is that funds from the Department of Agriculture 
will not be available to help finance the Economic Co-operation 
Administration’s exports of cotton, 

x 


The news that the Civil Aeronautics Board has permitted the 
airlines to raise fares by ro per cent barely reached the public 
in time to be apparently contradicted by a spate of sales pro- 
motion campaigns designed to convince the poor, the unhurried 
or the timid traveller that staying on the ground is an expensive 
luxury. In an effort to compete with non-scheduled lines and 
to encourage lagging public air-mindedness, the carriers are 
offering temptingly reduced fares for family parties and discounts 
of as much as 20 per cent on commuter trips. Groups attending 
conventions also get bargain tickets, and there are various other 
reduced rates in operation or planned ; in fact, the passenger who 
cannot fit into one or other of the categories of cheaper flying is 
unlucky. ! i 

x 


Pulp mills which are being planned in south-eastern Alaska 
are expected to bring greater prosperity to the territory “— 


local industries, at present, offer only seasonal employment. #N€ 






Indians claim a right to the timber in the National 
until their case is decided by the Supreme Court, the Government 
will hold for them in trust moneys received for the lumber... 
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THE WORLD OVERSEAS 





Belgium and European Recovery 


‘a nations taking part in the Marshall Plan have already 

assigned Belgium a leading role in the four-year effort to put 
Western Europe on its feet. Under the recent payments agree- 
ment, reached by the Marshall countries in Paris, Belgium is 
expected in the first year to give its needy neighbours a sum of 
Belgian francs equivalent to $207.5 million. That figure represents 
over four-fifths of the aid Belgium will receive from the United 
States, close to five per cent of its national income, and 15 per 
cent of its 1947 exports. Moreover, it is possible that demands 
of an even more far-reaching nature will be made on Belgium 
when the 19 participants meet this week to discuss their four-year 
investment programmes. 

The Belgians are worried lest what is demanded from them in 
the name of European recovery should seriously injure their own 
long-term prosperity. Can they help substantially in the recon- 
struction of western Europe without jeopardising the future 
efficiency of their own industry ? Belgian technicians insist that 
much of their industrial plant stands in growing need of 
modernisation, and they realise that under normal conditions the 
necessary increase in investment would mean a cut in the Belgian 
standard of living. With Marshall aid they had hoped both to 
increase investment and to maintain their recent living standards. 

What worries Belgians even more is that if the recovery pro- 
gramme works out along the lines now indicated, it may bring 
further unemployment to their textile and luxury trades, and 
may eventually threaten the very existence of these industries on 
their present scale. 

Some of the other partners in ERP do not share Belgian fears. 
They think it is time that Belgium restricted consumption, used 
the savings thus made for expanding industry, and passed on to 
the partners—through the payments scheme—the purchasing 
power to buy the products of expanded Belgian industry. Indeed, 
they are prepared to go further. Since the continued well-being 
of Belgium depends on the prosperity of its best customers, they 
argue, then surely no sacrifice in the common interest is too great, 
even if it involved transitional unemployment and readjustment 
of industry. 

The ultimate decision seems to depend on the answers to a few 
basic questions. How obsolescent is Belgian industry ? How 
high is the present level of production, investment and consump- 
tion? Where do Belgium’s long-term export markets lie ? 

Belgium emerged from the war with little major damage to its 
industry, and by the beginning of 1947 the general index of 
industrial production already stood at 93 per cent of the average 
1936-38 level. Since then there has been further progress, and 
today many industries are very close to the peak reached during 
the 1937 boom and well ahead of the 1938 level. 


BELGIAN PRODUCTION 
(000s Metric Tons, Monthly Average) 
First Half, 
1936-8 1947, 1948 
235 


Cast neh iese Sar as ‘. 261 304 
rae Te re er Soe 253 235 296 
Alloy ste@he sos. ei tae chy 6:0 5°3 5°6 
Finished steel. ........... 198 206 252 
Cembnt: cgi, cic texee 250 217 280 
CODE 60S SERRE et teen ¢ eehaS 2,425 2,033 2,162 


Recovery, however, has been uneven. The coal industry is 
the black sheep of the Belgian economy. Although the number 
of miners is far greater than before the war, yet the monthly 
Output for the first six months of this year was ten per cent below 
the 1936-38 average: for some time there have been no signs 
of any upward trend in output. The Belgian mines are handi- 
capped by a set of problems now familiar elsewhere—shortage of 
skilled workers, absenteeism, continuing exploitation of over-age 
mines and use of obsolescent equipment. ; 

As a result, costs of coal production have risen far above the 
1938 level. In monetary terms there has been a more than five- 


old increase and, when allowance is made for the fall in the value 
of the franc, the real costs of production have almost. doubled. 
increase has in turn produced inflated costs throughout 


Belgian industry ; until total coal output is raised and the cost 
per ton substantially reduced, Belgian industry will depend 
precariously on the persistence of a seller’s market. 

The problem of ageing equipment and high costs is not limited 
to mining. At liberation the average age of industrial equipment 
was 30 years. Belgian producers urge that, apart from coal, the 
comparatively high prices of Belgian goods on_ international 
markets is the result of the widespread policy elsewhere of hidden 
export subsidies. Without these subsidies, they claim, Belgian 
prices would be more than competitive. . This claim may be true of 
the present, but Belgian competitors are re-equipping fast with 
modern machinery and are not likely to remain high-cost pro- 
ducers, If their costs fall, it may well be that Belgium can only 
maintain its high level of manufacturing exports by lowering pro- 
duction costs through modernisation. That is why in recent 
months Belgian experts have shown a quickened interest in re- 
equipment. 

In 1946 Belgian gross capital investment at 22 billion francs 
amounted to no more than 11 per cent of the national income. In 
1947 the ratio had increased to 16 per cent. Certainly by American, 
and even by recent British, standards this is a relatively low pro- 
portion. According to the Ministry of National Re-equipment the 
amount of new capital invested in Belgian industry in 1947 totalled 
34 billion francs. Its sources were estimated as follows:— 


Source * Billions of francs 
Investment through company reserves ...... 13.8 
New capital issues ......... Lexan Gas Goa c peek 14.2 
Parastatal (semi-state) credit institutions ...... 45 
Loans from-.abroed 2... i cc cicccideccvicss ee 1.5 


In its estimates for the future, the Ministry puts the average 
total requirements for investment at 32.5 billion francs in each of 
the years 1948-52. Provided that no change occurs in the national 
income, this is equivalent to 154 per cent. In arriving at this total 
the Ministry has assumed that 17 billions will come from the 
reinvestment of company reserves and 13 billions will be raised 
through new flotations and parastatal institutions (roughly com- 
parable to the corporations in Britain under public control), The 
balance, varying from 2} to § billions, is to be provided by foreign 
loans. It is on such estimates of investment (amounts far in excess 
of prewar ratios) that the Belgian contribution toward putting 
western Europe on its feet has been calculated. 

The plan which Belgium submitted at Paris over a year ago 
expressed the hope that by 1948-49 the production of finished 
steel, crude and semi-finished stee] and pig iron would be double 
th: 1938 level and that coal output would be 90 per cent of the 
1938 figure. Textile output was already higher than before the 
war, and the planners anticipated further expansion, especially in 
the rayon branch. Fertilisers were to be well in excess of the 
prewar average and only in the production of agricultural food- 
stuffs would there be a deficit. At the time plans were submitted 
the figures for 1947-48 were still only forecasts, and it is worth 
noting that the target has been met for coal, crude and semi- 
finished steel, finished steel and pig iron. 


The next question is whether Belgium can maintain this pro- 
gress and at the same time keep consumption at its present level. 
Since liberation consumption goods have played an important role 
in Belgian economic policy. That policy was to remove wartime 
controls as rapidly as possible and to depend on the dynamic of 
conventional economic incentives. During the first two years of 
peace the policy involved a considerable import surplus, largely 
from hard currency areas. It was made possible mainly by US, 


’ British and Canadian payments for military expenditure and for 


Belgian contributions under reverse lend-lease. In addition 
Belgium received Export-Import Bank loans totalling about $100 
million, : 
Factors in Inflation 
Throughout 1947-48, however, this liberal economic policy was 
threatened because Belgium’s exports went increasingly to soft- 
currency countries, which became less and less able to pay for 





Sei Face pasctitag Sek eee eT aa 
sad tes ade ae Cents fi 


Bp aaaaey Anite 


oes Sco re 
PEA Ie 








Stetacy 


wo 


Sretebicaeceatneaee 4 





540 


them. Well into 1947 Belgium continued to finance these exports 


by extending credits, and these soon reached $250 million. But 
when sterling became inconvertible, Belgium was forced to curtail 
loans and to conserve gold and hard currency reserves by dis- 
couraging imports. As a result the monthly average of imports 
fell fram 8,160 milhon francs in the last six months of 1947 to 
7.300 million in the first half of this year; over the same two 
periods exports rose from a monthly average of 5,500 million to 
5.900 million. These movements have inevitably encouraged 
inflation. Between July, 1947, and. June, 1948, the retail price 
index rose by 18 per cent with the largest increase in the focd- 
stuff category. 

The narrowing of the import-export gap helped Belgium to 
finish the year in a fairly healthy position. Its 1947 balance of 
payments show that when to its visible exports 62 billion francs 
are added invisible items ‘worth a further 26.5 billion there was 
a deficit of only §.5 billion. Hard currency reserves of the Central 
Bank were actually higher at the end of 1947 than a year earlier. 
Moreover, the retention of these reserves was possible without any 
setback to consumption. By 1946 the volume of retail] trade in 
department stores was within 10 per cent of the prewar level and 
for 1947 was a clear five per cent above. 

Where in the workings of the Marshall Plan do the Belgians 
see a threat to their achievements and aspirations in the realm of 
production, investment and consumption? The aim of the 
Eurepean Recovery Programme is certainly not to check total 
preduction. But what seems possible is that Belgium will be 
called upon to re-direct production and to re-deploy men and 
materials away from the consumer gocds trades into the cap.tal 
goods industries. The immediate result would be increased 
unemployment in the consumer goods trades where the problem 
has already reached serious proportions. Igians see the begin- 
ning of such a trend in the insistence by their European: debtors 
that they be allowed to use the franc grants exclusively for the 
purchase of Belgian capital goods. It is the opinion of Belgian 
officials that either the size of the grants should be reduced or 
the recipients should be compelled to take consumer goods as 
well as scarce capital equipment. 


Changing Pattern of Trade 


In all probability the Belgian Government would prefer a 
reduction of these grants. Government circles are especially con- 
cerned to increase investment in public works such as roads and 
harbours ; but under the present taxation system with its heavy 
dependence on indirect taxation, the government itself cannot 
easily raise the necessary funds. It had hoped instead to obtain 
them by using the Belgian franc “ counterpart fund ” of Marshail 
aid. But after grants worth $207.5 million are extended to the 
debtor nations, Belgium is left with a franc “counterpart” of 
only $42.5 million, or a little under two billion francs. Unless 
this sum can be augmented by loans from the World Bank and 
US private banks, public investment will! suffer. 

Finally, there is the problem of Belgium’s long-term export 
markets. Where and how will Belgium be able to sell all its 
goods once its competitors are back on their feet ? Since libera- 
tion, the pattern of Belgium trade has changed. Before 1939 
exports of manufactured goods accounted for less than one-half 
the total. They now constitute well over two-thirds. Moreover 
these manufactures are mainly durable consumer goods, and it is 
with this trade that the Belgians are most concerned. 

Their view is coloured by memories of the over-production 
crisis of the thirties when producers of primary ds and of 
heavy capital equipment were the most disastrously hit. Con- 
sumer goods industries were not affected with equal force. ‘There 
is thus a growing conviction that a similar overproduction crisis 
will recur and that their best insurance lies in holding on to their 
consumer industries. It follows that the Belgian intention is 
either to avoid expansion of the capita] goods industries or to link 
it with the development through long-term schemes of new und 
assured markets in Africa, Eastern Europe, or Latin America. 

In the light of all these hopes and fears, Belgium is likely to 
bargain hard in the coming months and to insist on certain mini- 
mum conditions. First, there should be no delay in the modernisa- 
tion of Belgian industrial equipment. Second, there should be 
no substantial cut in their standard of living.. Third, the use of 
Belgian franc grants should be made within the framework of 
existing trade agreements, and the other Marshall nations should 
not be permitted to push forward with their own investment pro- 
grammes at a rate which will drain jan resources. If in return 
for meeting these conditions, Belgium is asked to expand as well 
as to modernise heavy industry, then it may demand a further 
condition. Expanded capacity must go hand-in-hand with the 
certainty of new and reliable markets. 
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The Arab Relugees 


ALREADY a tinge of propaganda is beginning to coleur the 
of the Arab refugees. Is their present distribution the “a 
of the story? Whose fault is it? Did not some of them flee 
in needless panic? Large sections of a world sated with refugee 
stori€és are prone to listen to reasons for passivity. But to anyone, 
whether priest, Levite or Samaritan, travelling the ways from 
Jerusalem to Jericho in September, 1948, the cause of the traffic 
going down is less important than two consequences affecting the 
future. Of these, the first is that unless outside help is given 
quickly and in quantity, the approaching cold weather, which is 
sharp in the highlands, will kill thousands of shelterless people, 
The second is that unless the outside world recognises a respon- 
sibility not only for suiccouring but for settling people whose 
civil and religious rights (in the League Mandate) and human 
rights (in the UN Charter) it once pledged itself to preserve, they 
threaten a tragedy of great dimensions in the Middle Fast. 


In all, Arab refugees from Palestine number about 360,000. The 
bulk are in Transjordan, which was by mid-September housing 
160,000 and spending £8,000 a day on bread alone. (These figures 
should be set against those for its population and annua! loca} 
revenue, which are about 340,000 heads and about £P1,200,000 
respectively.) In Palestine itself, the few who have got as far as the 
Jordan valley are relatively well off ; they have been tented by 
the Arab Legion, can draw water from the Wadi Qilt, and could 
weather the winter in their sheltered spot below sea level. The 
many who are still in the Judean hills could not, and must 
presumably descend on and swamp the hitherto adequate camps 
round Jericho. Probably the most affecting sight in the hills is 
at Bir Zeit, north of Jerusalem, where about 14,000 destitutes 
are ranged on terrace upon terrace under the olive trees—a tree 
to a family—and are forced to consume the bark and burn the 
living wood that has meant a livelihood for generations. Here and 
at Nablus, where the organisation is slightly more systematic, 
there is at present so little milk for babies that abertion scems 
the kindest way out. The Lebanon is housing about 70,000, of 
whom 30,000 are destitute, and having swarmed like locusts 
through the prosperous little villages of the southern coast, afe 
now massed in camps near Sidon and Beirut. In Syria, which 
has had smaller numbers to deal with, and has received its con- 
tungent at second hand, the Committee for the Liberation of 
Palestine is running a receiving camp, with card indexes, DDT 
and organised sanitation in evidence. 


Count Bernadotte’s Report 


The plight of the destitute can best be pictured by giving some 
of the evidence upon which Count Bernadotte based his report. 


When Sir Raphael Cilento, United Nations Director of Aid for 
Refugees, inspected Transjordan, he made an analysis of 508 
typical families. This revealed that 2,644 out of 3,453 persons, 
or just Over 75 per cent, were either under five, over 60, or else 
pregnant and nursing mothers. Their men are not necessarily 
dead, but are lost. The immediate needs of these families in- 
cluded 4,100 blankets, 11,000 garments and 1,929 pairs of shoes. 
The sample is of course not typical of the whole 320,000 ; but 
it is a fair cross-section of those elsewhere. Only the free food 
provided, so far, by the Arab governments keeps them alive. 


It should be realised that all these people burn with resent- 
ment not at the mistakes committed by their own leaders, of 
which they are unaware, but against the British and the west— 
almost more even than against the Israelis—for leaving them to 
such a fate. Resentment against Britain is quickened by the 
presence, among their members, of many middle class people who 
worked for the Government of Palestine, who had not cashed 
their last salary cheques owing to the closure of the banks 
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in the first place of inhabitants of Haifa and Jaffa (with Arab 
populations of 62,000 and 93,000 respectively) and then—as the 
Israeli forces surged north from Haifa—of the inhabitants of 
Acre also. The second wave, consisting of rural as well as urban 
families, coursed inland when, in June, the Arab states elected 
to resume fighting and the Israelis overran the Ramle-Lydda area. 
These second fugitives were all destitute, as the Israeli troops gave 
them an hour in which to quit, but simultaneously requisitioned 
al] transport. 


The events of the first exodus are described as follows by a 
British eye witness :— 


On April 21st British Military and Police evacuated certain 
buildings, mainly in the commercial quarters of the town, which 
they had previously occupied, and withdrew to the British resi- 
dential zone and to the Port, holding a narrow connecting link 
between these two districts. Upon the British withdrawal, the 
Haganah and certain Irgun Zvai Leumi units made a determined 
attack upon the Arab-held quarters of Haifa, and within twelve 
hours had completely overcome all Arab resistance. A considerable 
number of Iraqi and Syrian irregulars was killed and the Arab 
residents of Harta fled, in a state of utter panic, to the (British-held) 
port area; to the Roman Catholic Monastery of Stella Maris on 
Mount Carmel, and to St. Luke’s Anglican Church compound in the 
German Colony. During the subsequent days, the Jewish authori- 
ties who were now in complete control of Haifa (save for the 
limited districts still held by the British troops) urged all Arabs 
to remain in Haifa, and guaranteed them protection and security. 
So far as I know, most of the British civilian residents whose advice 
was asked by Arab friends told the latter that they would be 
wise 10 stay. 

However, of the 62,000 Arabs who formerly lived in Haifa, not 
more than 5,000 or 6,000 remained. The remainder fled, many 
by sea to Acre or Beirut--paying exorbitant fees for their passages— 
others in convoys of three-ton lorries, provided by the British 
Army and protected by British Military escorts. The latter went 
either to Acre or to Nazareth (both of which towns subsequently 
fell into the hands of the Israeli forces). So far as I am aware, 
no effort, apart from urging the Arabs to stay, was made by 
the Jews to interfere with this exodus. In the majority of 
cases the refugees took all the movable property that they could 
take on the lorries—I believe a limit was imposed in some 
cases—and if they had time they either bricked up or secured 
as strongly as possible the entrances and windows of their houses 
and shops. 

Various factors influenced their decision to seek safety in fijght. 
There is but litthe doubt that far the most potent of these factors 
was the announcements made over the air by the Arab Higher 
Executive, urging all Arabs in Haifa to quit. The reason given was 
that upon the final withdrawal of the British, the combined armies 
of the Arab States would invade Palestine and “drive the Jews into 
the sea,” and it was clearly intimated that those Arabs who remained 
in Haifa and accepted Jewish protection would be regarded as 
renegades. At that time, the Palestinian Arabs still had some 
confidence in the ability of the Arab League to implement the 
promises of its spokesmen. The news of what happened at Deir 
Yassin had been widely circulated among the Arabs all over 
Palestine. It is possible that the Arabs feared a repetition of this 
incident, as an act of retribution for the massacre of the Jewish 
technicians at the CRL installation in Haifa Bay in December. 


Not until a couple of months later—by which time it was quite 
obvious that the refugees were not coming back—did the Jewish 
authorities take steps to enter those houses which had been 
evacuated by the refugees, or to break down the bricked-up doors 
of their shops. in amy case, these entrances were effected 
legally, by orders of the (Jewish) Custodian of Enemy Property 
(appointed by the Israeli Provisional Government) and records have 
been kept ms the goods (some of them foodstuffs urgently needed 
by the remaining population, both Jewish and Arab), which were 
confiscated. 

In Jaffa, Irgun units attacked the town before the British had 
left, when it was defended by Iraqi and Syrian irregulars, These 
last were forced back, and Jaffa would no doubt there and then 
have fallen into the hands of Israel but for the action of British 
troops, who threatened to engage the advancing Jews. The latter 
then retired to Tel Aviv. The Iraqis and Syrians thereupon 
seized a chance to loot locally, particularly in Christian Arab 
houses, and then made a get-away with their spoils. The un- 
fortunate local Arabs at once followed. 

It is plain that no authority—Jewish, United Nations, British 
or Arab—can wash its hands of all responsibility. The future 
is the important issue at stake. Immediate relief is on its way 
in some quantity. Apart from the Arab States, whose generosity 
has been great, Great Britain heads the list of contributor nations 
with a first £100,000 promised on August 3rd. The first tons 
of United Nations goods reached Beirut on September 15th. 
Private subscription lists range from dollars from oil companies 
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Designs for living... 





The Simon Engineering Group specialises in a wide 
variety of industrial plants, ranging from coal washeries, 
coke ovens and power stations to flour mills and granaries. 

These plants help to produce food, steel, gas, chemicals, 
heat, light, power—products and services vital to 
civilised life. 

In more than forty countries throughout the world 
Simon plants uphold the reputation of British engineering 
and serve the fundamental needs of humanity. 





A GROUP OF COMPANIES SERVING THE 
FUNDAMENTAL NEEDS OF CIVILISATION 
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(who prefer to be nameless on account of repercussions among 
Zionists) to pounds. raised by the Anglican See of Jerusalem. 
But blankets and the like, though vital, are nor a total solution. 
The prime need is for resettlement or restitution on terms that 
Israel, as well as the western nations, would, if only for self- 
interested reasons, do well to make generous. 


Nationalised Industry in 
France 


[FROM OUR PARIS CORRESPONDENT] 


Tue “ fiasco” of the nationalised industries is a favourite theme 
for joyous comment in the French conservative and business world. 
It excites American resident officials or commercial visitors 
here into a frenzy of pride at the innate wisdom and good of 
private enterprise. Rightwing and financial newspapers, notably 
the most sericus of them all, Le Monde, never tire 
of publishing special articles giving figures, facts and 
illustrative anecdotes which decisively prove that the larger 
part of French industry (calculated at about 70 per cent of its 
total value) which is now under state control, is in a Comtempt- 
ible state. Protagonists of the nationalised industries are hard put 
to it to retort, for the case is triply strong: they have so far failed 
—it is alleged-—economically, financially and socially, and certainiy 
they have exposed to scorn those who regarded them as a 
panacea for dilapidated France. 

Economically they have failed, because they have economised 
neither effort nor men. Overheads, which concentration and cen- 
tralisation should have reduced. have steadily risen ; in the mines, 
for example, the proportion of clerks and administrators to miners 
has doubled since the liquidation of the private companies. Pro- 
ductivity has decreased in most branches of nationalised industry, 
notably in the mines where the postwar miner digs only three- 
quarters of his prewar average. The aircraft industry is a 
notorious example of nationalised muddle and waste, while Air 
France now has to fly foreign planes—or, at best put foreign 
engines into French frames—to reassure its worried clients. 

As for the financial position, the nationalised industries are either 
running at a deficit or, according to informed inspecteurs de 
finances, are “ arranging” their accounts so as to eliminate such 
liabilities as repairs and renovations and so obtain a fictitious 
equilibrium. The figures cannot be definitely ascertained as no 
general balance sheet is submitted, although the present govern- 
ment has declared that regular methods of accounting will hence- 
forward be rigorously applied. The issue has come to the fore 
since the most spectacular bankruptcy of recent months in France 


concerned the nationalised company of SNECMA (aircraft 
producers). They had to shut their doors on pay-day at the end 
of May. 


Centre of Big Strikes 


Socially, the case against the nationalised firms is even more 
damaging, for it was, above all, a social purpose which led to 
their original appropriation by the state. Yet almost every large- 
scale strike has started in a state-controlled industry ; the work 
of the mines is more damaged by strikes than any branch of 
production ; the country lives in constant dread of a cut in elec- 
tricity and gas supplies ; and on the only two occasions on which 
your correspondent has seen street fighting in Paris itself, the 
trouble started with demonsirations by employees of the govern- 
ment. The first was when the dustbin-men emptied their garbage 
cans in a heap outside the Hotel de Ville and came to blows 
with the police who were discouraging them; the second last 
week when the aircraft workers hurled paving stones at the police 
who prevented them from marching on the Elysée to protest 
against economies ordered by the government, which would have 
cost many of them their jobs. : 

With a case as good as this, and fortified by the approval of 
inadequately or belatedly indemnified shareholders (in many cases 
of the lower as well as the upper middle class), all sectors of 
conservative opinion can scarcely withho!d their delight. Both 
batches of nationalisation were. <arried through in a mystical 
fervour (Front Populaire and Libération) when it was hardly 
possible—or indeed. safe—to denounce them. Now, with the 
political pendulum swinging far to the right (the pendulum swings 
further and more sharply in France than in Britain), the cries of 
“TI told you so” have an almost vengeful resonance. 

In fact the verdict—which a numerical majority of the French 
public has probably already ~passed—is premature. With two 
centuries of experience behind private enterprise and barely a 
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decade behind state control, the respective merits of the two 
systems cannot yet be judged, either from the standpoint of 
efficiency or social justice. 

The French nationalised industries (mines, armaments, trans. 
port, the large banks, electricity, gas, the principal insurance 
companies and a miscellaneous number of individual businesses 
still in their experimental phase) are developing under three basic 
handicaps. First is the heritage from private owners of a generally 
stagnant, and in some cases actually declining, business. Between 
the two wars the French economy, largely for demographic reasons 
but also because of cartel restrictions and protective practices, 
had fallen in technique and output far below British, let alone 
American standards. Since 1939 the disparity has considerably 
increased. Impoverished and denuded of external assets, each 
sector of the French community has struggled to pass on 
the consequent sacrifices to the others; and in the resulting 
inflationary chaos the devil—complete with hammer and sickle 
—has taken the hindmost. The nationalised industries have been 
the principal victims of the inflation, because the government, 
trying to hold prices so as to avert political disaster, have generally 
found it easier to block prices which they themselves control 
than those charged by recaleitrant traders. In many cases the 
theoretical deficit in the nationalised businesses has resulted from 
artificial price pegging—with the taxpayer standing the cost either 
way. 

Pawns in the Struggle for Power 


Second among the handicaps is the fact that both batches of 
nationalisation, prewar and postwar, coincided with extreme poli- 
tical rension, and the nationalised industries at once became pawns 
in the struggle for power. Today nepotism and jobbery are re- 
ported from many sectors of the bureaucratic machine (jobs are 
offered—indeed created—against money or political influence), 
For example, when the Communists were in charge of the Minis- 
tries controlling armaments and industrial production, they found 
jobs in the nationalised concerns for their own devotees ; now the 
boot is on the other foot. The French nationalised industries are 
particularly vulnerable to internal political and social divisions, 
since they were executed in a doctrinaire rather than practical 
manner. Accordingly management was transferred from a single 
owner to a tripartite board, in which the state, the workers and 
the consumers (in some cases including former directors) shared 
power. Thus in the electricity management M. Marcel Paul 
represents the unions (he recently found it worth while resigning 
his seat in parliament to maintain this offic®) and occupies an 
admirable strategic position to prepare for the general strike on 
the Cominform’s D-Day. Dispossessed shareholders are as un- 
likely to co-operate in making the new system work, as is M. Paul, 
pledged to upset the regime. 

The third handicap under which the nationalised industries are 
labouring is the crisis in public savings, which affects all French 
productive enterprise. The cause is simple ; in an inflationary 
economy there is every incentive to hoard or stock, and none what- 
ever to save and invest. Given the political instability of the regime, 
the diminishing capital available for investment naturally finds 
its way into private rather than into the public purse. The mis- 
direction or freezing of national resources is one of the major 
causes of France’s economic decline. 

In these circumstances it is doubtful whether the branches of 
industry now under state control would fare any better in private 
hands. In the impoverished and revolutionary state of French 
society today, the country requires the treatment which will divide 
it least. The state is generally incompetent and often corrupt, 
but if the present uneasy equilibrium is destroyed, incompetence 
and corruption may seem a lesser evil than civil war. The 
“incentives” argument can be pleaded both ways: by far the 
most remarkable postwar performance in the French economy 
has been the speed and efficiency with which the technicians and 
railwaymen of the nationalised railways restored their battered 
and dislocated communications to the present admirable level. 

Some of the mistakes will have to be remedied: closer financial 
control and reductions in personnel have already started. The 
tripartite management of any business whatever will soon have, 
to be recognised as an economic and administrative absurdity. 
And some of the small firms confiscated by the state in 1944 0 
punish collaborators will slip from public into co-operative or 
private hands. But an attempt to restore the great bulk of 
nationalised industry to private hands might, in the event of 4 
major electoral victory for the right, seem practical politics. Yet 
such a restoration could only serve to accentuate political ten-_ 
sion, class war and social and monetary instability. France, more 
than ever, would become an ungovernable country and its entire. 
economy—not merely the nationalised sectors—more than eves. 
paralytically dependent on foreign aid. oy 
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European Recovery—I 


Planning Europe’s Power 


This article is the first of a series on the scope for European industrial co-operation. Economic integration is still a 
phrase, not a policy, The working out of policy depends to a large extent on the existing technical resources and location of 
Europe’s key industries. The series starts from the premise that a fuller discussion of these technical factors for industries like 
power, steel, coal, and agriculture is necessary to establish what economic integration implies. For this reason the series 
will try to deal in facts about specific industries, so far as they are ascertainable, rather than the broader questions of a unified 

economic policy for Europe. 


NLIKE most of the industries of Europe, electric power 
U supply had a record of rapid, almost uninterrupted ex- 
pansion from the end of the first world war until the beginning 
of the second, The expansion of supply was abruptly halted 
by the war ; but demand continued to expand and by 1946 it 
would have been §0 per cent greater than in 1938 had it not 
been forcibly restrained. Power rationing, disconnection of 
supplies and other forms of restriction have become a common 
feature of economic life in Europe. It is unfortunate that the 
expanding supply and expanding use of electric power has come 
to be regarded almost as a law of nature, only momentarily 
suspended ; the restrictions are usually accepted as an expedient 
from which the consumer may hope to be freed in a few months, 
or at most in a year or two. The facts point the other way. 
The average increase in demand before the war was between 6 
and 8 per cent a year, and generating capacity was being in- 
creased at almost the same rate. But since the war the annual 
rate of increase of demand has jumped to about 15 per cent ; 
and the planned increase of capacity over the next five years does 
not amount to more than about Io per cent a year. 


The shortage cannot, it is clear, be removed quickly, 
and it cannot be removed by anything less than a large pro- 
gramme of expansion, For such expansion, however, the 
available resources are limited. If they are to be used to the 
best advantage, certain (at least) of the new projects require to 
be internationally planned, internationally supported, and put 
at the service of more than one country. This is one precondi- 
tion of any successful attack on the European shortage, But 
there is a second precondition ; that the necessity is recognised 
of deriving increased power supplies from the sources of energy 
which can best be spared. Deep-mined coal is not one of 
these sources. During the years in which the electric power 
industry has been growing, the production of the coal mines of 
Europe has tended to decline ; and, indeed, shortage of coal 
is one of the factors which swell the demand for power. The 
high price of deep-mined coal is itself enough to make power 
undertakings look for other sources of energy. In the Ruhr 
and Lower Rhine area, which is the principal source of thermal 
energy in Western Europe, it has caused the Rheinisch-West- 
falische Elektrizitatswerke to return to its old and sound policy 
of basing its generating system not on the hard coal of the Ruhr 
but on the brown coal of the area between the Rhine and the 
Belgian frontier. This was the policy evolved by Stinnes and 
Goldenberg before the first world war. It led to the development 
of the brown coal workings near Cologne as a source of cheap 
power on a vast scale, using a fuel of low heat content which 
could not be economically transported to other markets. Under 
the Nazis the brown-coal stations were starved of new plant, 
and plans to improve them were postponed ; they were regarded 
as militarily vulnerable, and new plant was put into the Ruhr 


instead. But brown coal and water power offer the best hopes of 
expanding the European power supply without unreasonably 
raising the price of power or diverting scarce hard coal away 
from users who cannot dispense with it. 

There is no lack of electric power projects which satisfy 
these requirements. Plans for increasing the supply of electric 
power from brown coal, and for tapping new hydro-electric 
sources in the Alps and along the European rivers, have existed 
in detail for years. To mobilise the necessary resources to start 
work on them is another matter. These are schemes which 
require international support. They have the drawback that the 
main physical investment must be placed at the source of 
energy, outside the political control of at least some of the 


interested countries. Each of the interested countries has its — 


own national schemes, many of them of an immediate kind, 
for which it can only with difficulty (if at all) find the necessary 
plant. There is an obvious temptation to push on with the 
national schemes first, and to leave the international schemes 
to a later and happier day. International negotiation in the 
power world in recent months has been concerned largely with 
finding ways to skirt round the temptation. It has had, so far, 
only a limited success. In discussion, in the collection of facts, 
and in comparing the relative merits of different plans, the 
European technicians have a good record. But when the point 
is reached of seeking finance, steel, building materials and 
generator plant, progress becomes slow. 

From the end of the war to the middle of 1947 the task of 
European power co-ordination was in the hands of the Public 
Utilities Panel which had grown out of allied technical co-opera- 
tion in the closing stages of the war. Its achievements m 
restoring the damaged power systems of the former occupied 
countries were substantial. In 1947 it handed over 
to the Electric Power Committee of the United Nations 
Economic Commission for Europe, which has continued to study 
plans and assemble the facts on which estimates of total needs 
could be based. In the examination of plans, separate working 
parties have examined the two clearly defined subjects of hydro- 
and thermal generation, while a third has investigated the possi- 
bilities of long-distance transmission. All these studies are 
conducted on a regional basis, with study groups for the Rhine- 
land, Silesia, the Alps and the Danube. 

One of the most ambitious projects for the development of 
run-of-stream energy is that necessitating the canalisation of 
the Rhine from Basel to Strasbourg. This project will comprise 


eight stations with an estimated annual output of 4.250 million 


KwH, of which one at Kembs is already in service and another 
at Ottmarsheim is under construction. The Rhone and its 
tributaries are to acquire twenty-two medium-sized stations 
developing a total capacity of 12,000 million KwH, in addition 
to the three famous stations of Genissiat, Chancy-Pougny and 
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Seyssel. Considerable navigational improvements will result 
from the completion of these projects. 

Alpine water power resources are exploited by Austria, 
Italy and Switzerland. Austrian projects envisage a total 
installed capacity of 6,500 million kWh in the Vorarlberg 
mountains and East and West Tyrol, while a ten-year plan in 
the Italian Alps should raise Italy’s contribution by nearly twice 
that amount. Switzerland has five large projects which will 
raise the total of Swiss installed capacity to within two-thirds 
of the country’s potential. Water-power development plans 
in Scandinavia and the United Kingdom are of less direct 
relevance to the European programme. Development of the 
Danube, which holds the largest untapped potential in Europe, 
is likely to be held up by political difficulties. Taking the river 
as a whole, less than 10 per cent of the available capacity has 
so far been exploited. 

The brown coal resources of western Germany are now 
recognised as important to the industrial potential of the Bene- 
lux Union and Northern France as well as to the Ruhr basin 
itself. German technicians estimate that the brown coal work- 
ings can yield 20,000 million kilowatt-hours annually for the 
next 50 years; and this is taken to justify a doubling of the 
existing generating plant. 


The Committee of European Economic Co-operation at Paris 
last year was faced with the task of estimating the total 
effect of the existing power schemes in the participating countries 
and western Germany, and of superimposing on those schemes 
a further international plan to cover their most serious omissions. 
Its published statistics showed that the net effect of the 
national plans reported by the countries concerned would 
be to imcrease the total installed capacity from 42.1 
million kilowatts in 1946 to 65.5 million in 1951. This 
was an impressive programme, but there were flaws in it. 
In some countries there were sharp variations in the amount 
of power available (or expected) in winter and summer. There 
were not only few installations for transmitting power between 
one country and another, but some countries (notably Austria) 
had a surplus of power in one part of their territory and a deficit 
in another part, without adequate inter-connecting lines. And 
the figures collected assumed that a great deal of obsolete plant 
would be kept working, with a consequent waste of coal. The 
committee concluded that the electricity shortage would con- 
tinue throughout the years 1948-51 unless further action was 
taken, and it was on this ground that it recommended an inter- 
national programme of nine plants in Italy, France, Switzerland, 
Austria, and Germany. (Of the nine projects, six were hydro- 
electric, two based on brown coal, and one geothermic. The 
Paris organisation passed on to the ECE at Geneva the task of 
promoting the international programme. It also asked Geneva 
to study tke desirability of a European high-tension network. 

Eventually, if the attempt to deal with the power problem on 
a European scale is to be maintained, the necessity of a European 
grid will have to be faced. Technicians have already given 
thought to the design and even the detail of such a grid, but 
neither the material nor the political conditions for its success 
exist at present. There are individual exchanges of power across 
frontiers, and complaints against their working are few—sur- 
prisingly few in view of the fact that in most of them Germany 
is the preponderant partner. Power lines are at present working 
between Brauweiler (Cologne) and Jupille in Belgium, and 
between Brauweiler through Coblenz to Landres in France. 
The Jupille line was built during the war to carry power from 
Belgium to Germany, and is now used to carry it from Germany 
to Belgium ; but during the severe winter of 1946-47, when 
the brown-coal workings failed, Belgium agreed for a few critical 
weeks to reverse the flow. The arrangement between Germany 
and Austria, by which water-derived power from the Vorarl- 
berger Illwerke supplements the German thermal stations, has 





THE ECONOMIST, October 2, 194 


survived both the Anschluss and the collapse and has 
duced valuable experience ; and the RWE plan to build a long- 
distance transmission system to carry alternating current at 
400 kilo-volts between the Austrian Alps and the Rhine-Ruhr 
area has by no means been abandoned. This system will 
obviously be capable of further extension to serve any of the 
countries (France, the Benelux countries, and Switzerland) 
adjoining western Germany. All those countries are a 
entered at some point by lines connected with the RWE central 
switching station at Brauweiler, Only in the east of Germany— 
not in the west—do the political boundaries prevent the move- 
ment of electric power. 

But it is easier to sketch out grandiose projects for the future 


than to cope with the hard facts of the present. One of the 


hard facts is that, although a reasonably good organisation exists 
to get international agreement among the experts on the projects 
that are desirable, there is no organisation yet capable of ensuring 
that the projects are realised in the teeth of national competition 
for the metals, building materials, and machinery which they 
require. Another is that the heavy electrical industries of 
Europe are in no condition to supply the full needs of the 
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national programmes, and that many even of the existing 
power plants of Europe are being starved of ordinary replace- 
ments and maintenance. Goldenberg, one of the sites for ex- 
pansion under the international scheme, is an outstanding 
example. . The output of Goldenberg has been increased in the 
past eighteen months by building new cooling towers, and this 
(given the shortage of timber) is an achievement. It has not 
been improved by repair of the mechanical installations. The 
example can be repeated in many other places. The plants 
capable of making generator and transformer plant are few, and 
the important part of them which is in Germany was badly 
damaged by the war ; but their present production is negligible 
even compared with their damaged capacity. They depend 
on supplies of rolled steel, dynamo sheets, transformer sheets, 
tubes, and stainless steel—precisely those types of steel product 
which are most scarce and of which the German steel industry 
could begin to supply more if it were allowed to do so. 
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Uses of Manpower 


Pes important things have happened since Sir Stafford 
Cripps addressed the Trades Union Congress nearly a 
month ago on the need for greater efficiency in production. 
The first is the agreement between the Marshall countries for 
grants from the creditor countries to make good the deficits of 
the others, an agreement which particularly involves greater de- 
mands for British exports to Europe. The second is the Govern- 
ment’s decision to take the first steps towards rearmament. 
Both facts have a direct relevance to a point of view which 
Sir Stafford emphasised, by repetition, in his Margate speech. 
He then claimed that there were no more resources of manpower 
to throw im to increase production ; a new stage in Britain’s 
efforts towards economic recovery and paying its way had been 
reached, since “ we have used up all our manpower and even 
imported quite a lot to help us from Europe.” With a given 
volume of employment, the only way of increasing the real 
standard of living was by greater output per head—either by 
using more muscle or more brain, and he put the main emphasis 
on more brain. 

The widening ripples of this frank speech are still extending 
throughout industry. It has been taken seriously by the TUC, 
whose response promises a much more favourable background 
than first seemed possible for the work of the Anglo-American 
Council, now beginning its examination of British industrial 
methods. Yet the two new factors—effective European co- 
operation and rearmament—present an important challenge to 
the major premise on which the Chancellor’s speech was 
founded, that British manpower is now at full stretch. Sir 
Stafford did not indeed suggest that manpower was being used 
in the best possible way ; but that inference might easily have 
been drawn by anyone who had only casually studied his speech. 
The test whether manpower is being used in the best possible 
way does, however, affect the strict logic of the Chancellor’s 


diagnosis, for if it can be shown that too large a proportion of ' 


the nation’s manpower is being absorbed in unproductive em- 
ployment, or in production of secondary importance, the case 
for maintaining that there are no more resources of manpower 
to throw in to increase production is correspondingly weakened. 
The proof or disproof rest upon an examination of the anatomy 
of full employment. 

At the end of July, the total working population in Great 
Britain was put at 20,265,000, a figure fully half a million higher 
than the rough estimate for mid-1939, and exactly half-way 
between the total at the end of 1947 (20,430,000) and the 
forecast in the “ Economic Survey” for the end of this year 
(20,100,000). In the first seven months of this year, however, 
the total industrial population increased by nearly 170,000, 
because the reduction in the armed forces (including those on 
telease leave) was twice as large as the fall in the total working 
population, The “ Economic Survey” anticipated an increase 
in the total industrial population to 19,320,000 by the end of 
the year ; by the end of July that figure had already been sur- 
passed. Moreover, the total numbers in civil employment, with 
only five months to go, are 200,000 higher than the “ Economic 
Survey ” estimate for the end of the year. The expected rise in 
transitional unemployment has not occurred ; indeed, unemploy- 
ment at the end of July was lower than it was at the end of 
1947, before disinflation had been attempted ; and the total in 
civil employment in July (19,069,000) was not only well over 
one million higher than in 1939—it was also a comfortable 
record ever since the employment figures have been compiled 
in their present form. , : 

On this showing (the detailed figures are given in Table J) it 
might seem that the claim that manpower is at full stretch is 


entirely justified. It is obvious enough that unless the working 
population can be increased, or the armed forces and the un- 
employed reduced, the total numbers in civil employment 
cannot be expanded much further. A distinction has to be 
drawn between the estimated population of working age (that 
is, males between 15 and 64 and females between 15 and 59) 
and the total working population which offers itself for em- 
ployment. An example will make this clear. At the end of 
1946, the estimated population of working age was 31,659,000, 
made up of 15,962,000 males and 15,697,000 females. But the 
total working population at the same date was 20,414,000, of 
whom 14,629,000 were men and 5,785,000 women. Similarly, 
the working population at the end of July was composed of 
14,534,000 men and §,731,000 women, but the estimate of 
population of working age (at the end of this year) is 15,965,000 
men and 15,620,000 women. Thus between 36 and 37 per 
cent of the women of working age are, in fact, employed, com- 
pared with about 91 per cent of the men. 

The prospect of raising the working population depends upon 
the future trend of the population of working age, its composi- 
tion by age and sex, and the assumptions which are made about 
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the proportions of the two sexes which enter into the working 
population. Estimates given in the Ministry of Labour Gazette 
in May, 1947, suggested that by the end of 1951 the population 
of working age will have fallen to 31,535,000, of which 
16,030,000 will be men (an increase of 65,000 in three years) 
and 15,505,000 women (a fall of 115,000). The calculation 
then assumed that the working population for men in 1951 
would represent 90.§ per cent of the total male population of the 
same ages, while for women the percentage was assumed to fall 
to 34.3 per cent (compared with 42 per cent in mid-1945). There 
is, therefore, a double fall in the case of women, first in the 
numbers of working age, and, secondly, in the proportion of 
those who are likely to offer themselves for work. Moreover, 
while the total number of men in the working population is 
likely to increase somewhat (from 14,534,000 at present to 
14,540,000 at the end of 1951) there will be a pronounced fall 
in the number of men below 40, coupled with a bigger increase 
in the number aged 40 and over. But the fall in women in the 
working population (from 5,731,000 at present to 5,320,000 at 
the end of 1951) will be more severe in the 15-24 age group 
than in the 25-39 group. The working population of 1951 (if 
the Ministry’s assumptions prove to be right) will contain 
230,000 fewer young women and girls than in 1946. 

The purpose of setting out these figures is not to introduce the 
widely-ranging topic of Britain’s future population problem, but 
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rather to emphasise that the trend of population now in sight 
offers no hope of an increased working population except through 
a change in the proportions of men and women of working age 
who enter the working population. Recent figures of employ- 
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ment may suggest that the Ministry was too pessimistic in its 
estimates sixteen months ago, but it would certainly be opti- 
mistic to expect that the number of women available for employ- 
ment will remain at its present high peacetime figure. And this, 
coupled with the increased manpower absorbed by the forces 
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and the improbability of any further material reduction in yp. 
employment, means that the total numbers in civil employment 
will in due course begin to fall from the present figure of 
19,069,000. 

Thus the question at stake is whether the use which is being 
made of this civilian labour force is the best to suit Britaig’s 
circumstances. Increases in employment in the basic industries 
—coal and agriculture particularly—will prima facie be right, 
So will increases in the principal manufacturing industries— 
particularly textiles, metals and engineering, and, conceivably, 
building materials. But it will be necessary to look very critic. 
ally at any increase in employment in the distributive trades, 
consumers’ services of all kinds, and central and local govern. 
ment. Table II gives the detailed figures for these three groups 
of industries and services (they are summarised in Table ]) 
before and since the war, together with the manpower targets 
laid down in the “ Economic Survey.” This document observed, 
last March, that “ labour is not at present, and is unlikely to be 
in 1948, the limiting factor in economic activity as a whole.” 
It argued that any projected distribution of manpower would, 
therefore, be largely a forecast of the results of other factors, 
and that if some figures turned out differently it would not 
necessarily be in every case a matter of regret. It then made 
the categorical assertion: 


But the labour forces proposed for coal, agriculture and 
textiles are targets in the full sense. They are numbers believed 
to be required to reach specific objectives in the set of output 
and export targets decided for 1948. The attainment of these 
manpower targets is among the first necessities in 1948. 


It is doubtful if it would be so confidently asserted today that 
manpower is not a limiting factor in economic activity as a whole, 
Moreover, the results are not proving entirely satisfactory. The 
“targets in the full sense” will not be attained, unless—as is 
inconceivable—in the last five months of the year another 85,000 
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A Flower Market, Rome. 


Rome, Paris and the Riviera . , . New sights, new sounds, new horizons. 
But the colour and bustle of foreign shops and markets remain the most 
vivid memory of our continental holiday. And the money with which we 
bought those honey sweet oranges, that lovely length of silk and those 
ingenious toys? Well, we took Travellers Cheques issued by Barclays 
Bank. We got them from our local branch, as easily as buying a stamp, 
and we changed them whenever the need for money arose. The Bank 
took care of all the financial technicalities, and left us free to = the 
grates Sa . The Manager of your local branch would do same 


you. 


BARCLAYS BANK LIMITED 
Associated Companies on the Continent 
BARCLAYS BANK (FRANCE) LIMITED 
BARCLAYS BANK S.A.1. ROME 








Eastern Enterprise 


For over three hundred years men of enterprise and initiative 
have engaged in trade with the East. For nearly a century The 
Chartered Bank of India, Australia and China has supplied them 
with the ialised banking services that this trade demands. 
Today, in addition to these services, the Bank’s wide network of 
branches ensures that a wealth of information on local needs for 
and services is readily available to customers. Those planning 
to enter the markets of the East are cordially invited to discuss thei¢ 
problems with the Managers of the Bank in London, Manchester or Liverpool. 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(incorporated by Royal Charter 1853) 

HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.2 
Manchester Branch: 52, Mosley St., Manchester 2 e Liverpool Branch : The Cottea 
Exchange Buildings, Old Hall St., Liverpool 3 e West End (London) Branch : 
28, Charles li St., London, S.W.1 « New York Agency: 65, Broadway, New Yors — 

Associated Banking Institution in india; The Allahabad Bank Ltd. 4g 
The Bank’ s branch system, under British management directed from London, serves 
INDIA e PAKISTAN e CEYLON « BURMA « SINGAPORE AND FEDERATION 
OF MALAYA ¢ NORTH BORNEO AND SARAWAK « INDONESIA « FRENCH 
INDO-CHINA ¢ SIAM ¢ THE PHILIPPINE REPUBLIC e HONGKONG _ 
CHINA e JAPAN 
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workers can be found for textiles, 24,000 for the mines and 
27,000 for the farms. These industries, and the big amorphous 
group “ other manufactures ” are the main laggards. In addi- 
tion, some of the other groups which have “ turned out dif- 
ferently ” show increases which are certainly a matter for con- 
cern. Distributive trades, which were to have lost manpower 
this year are still gaining labour ; in July they were already 
go,ooo above their end-year forecast. Building and civil 
engineering, Originally intended to take a relatively big cut, 
have a larger labour force. There was to be no extra manpower 
for hotels, entertainment, sport, commerce and finance, profes- 
sional and personal services, laundries and cleaning ; yet these 
trades were expanded by 40,000 in the first seven months of this 
year. There is little change in the civil service and other central 
government service ; but local government service is 67,000 
above the end-year estimate. And it is significant that the only 
manufacturing industries which are well above their “ Economic 
Survey” manpower allotments are clothing and food, drink 
and tobacco, which serve the consumer. 

These figures are themselves eloquent of the need for the 
Chancellor’s policy of disinflation—and also of its virtual failure 
so far as a method of inducing industrial manpower to move 
from the less to the more essential industries. The changes 
postulated in the “ Economic Survey,” of course, have no abso- 
jute validity. But the fact remains that six groups which cater 
for the consumer, or his shelter, or his local government, are 
now absorbing 370,000 more employees than they were supposed 
to absorb by, the end of the year. They have hung on to man- 
power which was expected to become temporarily unemployed 
and to move into the essential industries ; and the latter still 
stand nearly 175,000 below the estimate. 
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Thus the argument that manpower is at full stretch is true 
only with the reservation that a lot of it is not being used in the 
best way. There is still too much employment in the consu- 
mers’ trades and in government service, and too little in the 
basic dollar saving or dollar earning industries. Now the 
demands of rearmament and of more exports to Europe to fulfil 
ERP obligations have to be added to those which have already 
absorbed British labour to the practical limit, To estimate the 
extent of these new demands is very difficult—perhaps 50,000 
additional workers on defence orders, at this stage, is a plausible 
guess, but it is difficult to put any kind of figure forward for the 
provision of “ unrequited exports ” from Britain to Europe under 
the European payments agreement. A further extension of re- 
armament would certainly lead to strains on manpower. 

In this situation there are three possible solutions. The best 
would be a transfer of labour from less to more essential indus- 
tries ; but that policy, argued with such logic in the “ Economic 
Survey ” has virtually failed in practice. The second would be 
an increase in output, which in the short run could only be 
secured by a lengthening of working hours. At this, Ministerial 
hands are already being thrown up in horror, as though there was 
something inherently right about the shortened working week, 
or as if it was barely within the capacity of labour. The third 
and least palatable would be to throw some present commit- 
ments—overboard—not exports for compelling reasons ; not 
housing, social services or, perhaps, the consumers’ trades for a 
mixture of political and economic reasons ; but presumably that 
part of the investment programme which is easiest to cut without 
public protest, like industrial building and re-equipment. The 
Government must be held to their recent statements that they 
have no such intention. 


Business Notes 


The Chancellor in Washington 


All the publicity concerning the Chancellor of the Exchequer’s 
visit to Washington has necessarily related to h‘s official pro- 
nouncements as British Governor of the Fund and Bank. In his 
address at the opening session of the third annual meeting of the 
Governors, Sir Stafford Cripps stressed that the economic picture 
of the world today was not quite what had been anticipated by 
the creators of these institutions, but, he added, “ we must not, 
because of these unfortunate accidents of history, underestimate 
the importance, either of the Bank and Fund’s creation or of their 
continuing and developing existence.” In his inaugural address 
Sir Stafford wisely turned away from safe generalities at certain 
points to deal with departures from the code of monetary conduct 
laid down by the International Monetary Fund. With multiple 
currency practices and disorderly cross-rates in mind, he pointed 
out that Britain from its own experience was conscious of the way 
in which departures from this code affected the workings of 
international commerce. 


Of the other topics of discussion to which the Chancellor has 
devoted himself in Washington, one of the more important con- 
cerns the transferability of drawing rights in the European pay- 
ments scheme which has yet to be finally approved by the Orga- 
nisation for European Economic Co-operation in Paris. The British 
case against transferability has no doubt been forcibly stated by 
the Chancellor both to representatives of the ECA in Washington 
and to Mr Snyder and his experts at the US Treasury. The out- 
come of these particular discussions will have an important bear- 
ing on the deliberations of the Council of OEEC in Paris in the 
coming week. 7 ‘ 

* 


The Ottawa Talks 


The Anglo-Canadian financial and economic discussions 
Closed at the end of last week with the issue of an agreed state- 
ment. Its text goes as far as could be expected of an official 
communiqué to hint that some questions have been left un- 
resolved at the end of the talks. The discussions apparently 
tanged over the whole field of economic relations between the 
two countries during and also after the completion of the 


European Recovery Plan. The focal point of these discussions 
was “ the difficulty of the dollar and sterling balance of payments 
problem and the efforts which would be required on both sides 
to help narrow to manageable proportions the gap in exchanges 
between the two countries.” 


To this end the United Kingdom will make every effort to 
expand its exports to Canada, but, the official statement adds, 
“it will be necessary to make some adjustment in the United 
Kingdom import programme of recent years.” The two Govern- 
ments declare themselves satisfied that “there is a prospect of 
a large and continuing trade between the two countries,” and 
they undertake to do everything possible to avoid any sudden 
change in the pattern of that trade. In order to facilitate the free 
and prompt exchange of full information on commercial and 
economic matters of mutual concern, a continuing committee of 
representatives of the two countries is to be set up, which will 
meet regularly in Ottawa and in London. 


The discussions between representatives of the two countries 
have now been transferred from Ottawa to Washington, whither 
both Sir Stafford Cripps and Mr Douglas Abbott, the Canadian 
Finance Minister, journeyed after the end of the Ottawa talks. 
Mr Abbott has publicly stated that the future of the now frozen 
balance of the Canadian loan to Britain would be one of the 
subjects for discussion during his visit to Washington. 


* * * 


The Monetary Fund on Exchange Policy 


The annual report of the International Monetary Fund for 
the ten months to April 30, 1948, deals candidly with the difficult 
problems which the Fund had to encounter during this period. 
On the question of exchange rates, the report draws a contrast 
between stability and rigidity. One of the basic purposes of the 


Fund is “to promote exchange stability” but this implies that 
when adjustments in exchange rates are necessary, they should be 


made, though made in an orderly manner. On. the question of 


the validity of exchange rates, the Fund reiterates the now. 


familiar point of view that “so Jong as an. exchange rate does 
not hamper a country’s exports, there is little to be said in 
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present world conditions for altering it.” The report adds, 
however, that “in some countries the exchange rate is becoming 
a restraining factor on exports and is adding to the difficulty of 
earning convertible currencies.” 

The report naturally has a great deal to say about fluctuating 
exchange rates and multiple currency pract.ces. It points out 
that exchange stability cannot be achieved in a couniry where 
inflation is rampant and it recognises therefore that in certain 
exceptional circumstances, such as those of China and Greece, 
“the temporary use of a fluctuating exchange rate is mecessary 
to enable a country to prevent a breakdown of its trade.” This 
dispensation, however, does not exonerate certain countries from 
blame for introducing so-called free rates, which in turn have per- 
mitted the emergence of disorderly cross-rates. The report 
describes the effects which such disorderly cross-rates are likely 
to have on the direction of international trade, and points out 
that the changes in the pattern of trade which result from them 
are likely to reflect short run considerations and local peculiarities, 
which have no permanence about them. Changes of this kind 
will therefore merely add to the difficulty of restoring balances of 
payments and convertibility of currencies. For these reasons, 
“the Fund attaches great importance to the maintenance of 
orderly. cross-rates.” 

The report states that all members of the Fund, other than 
El Salvador, Guatemala, Mexico, Panama and the United States, 
have availed themselves of the provisions of the Fund Agreement 
which allows them to maintain exchange restrictions on current 
payments during the transitional period. In this context, the 
report describes in some detail Britain’s attempt and failure to 
restore the convertibility of sterling in 1947 and concludes that 
“ British experience shows that the establishment of convertibility 
of currencies can succeed only when the underlying conditions 
are favourable to a system of multilateral trade and payments. 
Until the great trading countries whose currencies are used for 
international payments have restored a reasonably satisfactory 
balance in their current international accounts, they cannot under- 
take the obligation of permitting free transferability of their 
currencies for current transactions.” : 


* 


The report also deals with the various problems that have 
arisen during the past year in connection with gold policy, includ- 
ing external sales of gold at premium prices and subsidies to 
producers. There is a note of defeat about these comments, and 
the Fund has to admit that “ there is ample room left for greater 
support of the Fund’s policy” and that “there should be more 
vigorous enforcement of the gold regulations in certain countries.” 

On the subject of the Fund’s exchange operations, the report 
points out that in starting activities in a war-devastated world, 
and before relief and reconstruction requirements had been met, 
a risk was run that some of the Fund’s resources might be used 
for other than temporary assistance. This risk was assumed “in 
order that the Fund might make a contribution to the mainten- 
ance of national economies and of exchange stability during the 
transitional period.” 

The statement of income and expenditure for the ten months 
to April 30, 1948, shows a total income of $4,186,000 of which 
$4,080,000 came from service charges on exchange transactions. 
The expenditure in this period amounts to $2,627,000 leaving a 
net income of $1,559,000. The budget for the year to April 30th 
next estimates administrative expenditure in the current 12 
months at $4,187,000. 


* * * 


World Bank and Lending 


The third annual report of the International Bank for Recon- 
struction and Development was presented to the governors at 
their meeting in Washington this week. The report analyses the 
major economic problems facing various areas of the world and 
suggests remedial lines of action, Total loans made. by the bank 
amount to $525 million of which $445 million were made in the 
previous year and only $80 million in the 12 months to June 30, 
1948, covered by the report. These later operations, however, 
are of interest as precedents for new types of financing. For ex- 
ample, they include two loans totalling $16 million to Chile for 
development purposes—and not for reconstruction which had 
hitherto dominated the bank’s operations. The past year also 
saw first loans by the bank to private enterprises and the first 
use of its guarantee powers. These precedents were combined 
in the loan to four leading Dutch shipping companies, secured by 
mortgages on ships, with the subsequent sale to a ip of private 
United States banks of notes representing these 4 
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The report deals at some length with the relation of the 
operations to the European Recovery Programme. In this . 
the report states that “it seems clear that there is a real + 
for bank financing in addition to the financial assistance made 
available by the Economic Co-operation Administration. Further. 
more, sifce the first claim on ERP funds will! be necessarily fog" 
those imports most immediately essential, the long-range invest. 
ment field seems obviously the one most appropriate for bank. 
assistance.” The bank, therefore, intends to supplement ERP 
by financing projects which involve permanent additions tg 
Europe’s productive capacity. The bank’s interest in assistine: 
Europe has not, however, prevented:a development of its interesty: 
in other parts of the world. Apart from the two loans to Chile: 
for hydro-electric and agricultural development, several other 
propositions are “in an advanced stage of negotiation.” 

The report describes the machinery which has been evolved 
by the bank to ensure that the proceeds of its loans are used only 
for the intended purposes. As a first step in this system of supers 
vision, the proceeds of a loan are subject to withdrawal by thé 
borrower only upon a satisfactory certificate that expenditures 
have been or will be made for the purchase of the specific goods 
or services covered by the loan agreement. Subsequently, the 
bank conducts an investigation of the end-use to which the goods* 
are put. Throughout the report, stress is laid on the importan¢e 
of the bank’s advisory functions ; it argues that the effectiveness 
of this institution should be judged “ not so much by the number 
or amounts of its loans . . . but rather by its success in influencing 
attitudes, in promoting a realistic constructive approach to de. 
velopment problems on the part of its members and in fostering 
a greater degree of confidence among investors.” 


* * * 


Wages Merry-go-round 


Only by the narrowest of margins was the Amalgamated 
Engineering Union impelle@ to accept the recent award of the 
Court of Enquiry of an increase in wages of §s. compared with the 
13s. which had been sought. The acceptance of the Confederation 
of Shipbuilding and Engineering Unions which followed was, on 
the face of it, more decisive, but it left two questions unresolved— 
first, whether the Confederation’s acceptance would be supported 
by the men themselves, and, secondly, whether the efforts of the 
unions would now be directed to obtaining their aims through 
the “simplified wages structure” which the Court suggested 
should be worked out in negotiation between the two sides. The 
threat of local stoppages through dissatisfaction with the engineers’ 
award may not have been wholly removed, but the attempt to 
organise token strikes on Clydeside appears to have met with 
small success. The importance, first of the AEU’s acceptance, 
and secondly of the failure of a section of the shop stewards to 
secure support for the stoppage of work in protest are both signifi- 
cant—for the Union is powerfully influenced by Communist 
members and officials, who have done their utmost, in pursuance 
of their party’s policy, to oppose the Government’s policy of 
stabilisation, and have ‘been loud in their protests against the 
inadequacy of the §s. increase which has been granted. 


Claims are now before the Railway Executive and the London 
Transport Executive for an increase of 12s. 6d. for railwaymen. 
The cost of this claim for the railways alone is estimated at 
£20 million in a full year, and the provision of such a sum would 
clearly be impossible, given the present trend of the railways’ 
net revenues. The Executive may well be hard put to it to earn any 
net revenue to meet its interest charges this year. And the con- 
cession of even a partial wages increase would raise the question of 
increasing the railways’ charges at a time when they are embar- . 
rassed by loss of passenger and merchandise traffic. The Railway 
Executive has yet to give any indication of its attitude towards 
the union’s claim; if it is rejected (which again would raise 
embarrassments of another kind, involving the relations 
nationalised undertakings with organised labour) the claim would 
presumably go to a committee of enquiry. 

The third wages claim, now in preparation, is that of the 
National Union of Agricultural Workers, which intends to present 
its case for higher minimum wages at the meeting of the Agti- — 
cultural Wages Board shortly. So far, the Union has mot — 
formulated its demands in precise terms, but it is seeking broadly _ 
to bring agricultural wages and conditions in line with those 
obtaining in industry, by increased minimum higher over-..- 
uction in the ange week to 44 hours. The _ 
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the unfortunate consumer (or the unfortunate taxpayer, who is 
largely the same person) who would have to foot the bill for any 
ene eo * * * 


pxit the Steel Board 


On Thursday, the two. years’ term of office of the Iron and 
Sieel Board came formally to an end. It was a condition 
demanded by certaim members of the Board that it would 
not be part of the functions “of the Board or of the members 
from the steel industry” (of which there were two) “to advise 
the Government in connection with plans for public ownership.” 
lis functions have been strictly concerned with the supervision 
of the industry’s development—it has acted as an independent 
assessor advising the Government on the merits and timing of 
the various sections of the development programme devised by 
the British Iron and Steel Federation immediately after the war— 
and with the functions formerly exercised by the Iron and Steel 
Control over production, distribution and prices. As an experi- 
ment in public contre! without public ownership it has proved 
valuable. 

lis future, in view of the Government’s intention of nationalising 
the ion and steel industry and the known reluctance of the 
majority of the board to become involved in any such proposal, 
continued up to the last day of the two years to be obscure. The 
Ministry of Supply has now disclosed that the members were all 
asked to serve a further year, and that, with the exception of the 
trade union members, they refused. They did, however, indicate 
that they wouid be willing to carry on for long enough to deal with 
the outstanding problems on which the board has lately been 
engaged, and that this work could be completed by the end of 
1948. When the resignations take effect the board will be 
wound up, and the Ministry of Supply is to carry on its work. 


* * * 


The New Quota Year 


The quota provisions for the first year of the new Films 
Act came into force yesterday, with every promise that the coming 


a 


549 


year’s work would be even more frustrated by controversy than 
its predecessors. Attempts to legislate for the &ilm industry still 
meet, as they have always met, the difficulty that the industry 
itself speaks with too many voices which conflict too completely ; 
the art of synthesis between the interests of different branches 
in the industry has never been developed. This was evident m 
the negotiations last winter which preceded the introduction of 
the Bill. The exhibitors wanted a reduced quota, with a maximum 
of ten per cent for independent theatres in competitive areas ; they 
also wanted the renters’ quota to be continued, and opposed the 
separation of the quota for short films from the quota for first 
features. The British Film Producers’ Association oppos¢d the 
exhibitors on all three points. The Film Industry Employees’ 
Council supported the producers, but with variants and qualifica- 
tions. For practical purposes no collective interest of the film 
industry as a whole was brought to bear on the question ar all. 
To mark the present occasion, the President of the Board of 
Trade has contributed a foreword to a survey of the state of the 
British film industry which Kinematograph Weekly publishes this 
week. Mr Wilson describes the quota legislation as “fundamental 
to the British film industry’s future in werld conditions as they 
exist today,” and expresses confidence that “ the industry can be 
counted on to make every effort to fill the quota.” Effort is one 
thing, success another ; the actual prospects of British film output 
in the next year or two are hard to assess, and not easy te see in 
bright colours. The British film-producing establishments consist 
of 24 studios, which have 72 sound stages and 643,000 square feet 
of floor space. This compares well enough with the position in 
1937, when the industry had 21 studios with 64 stages and 550,000 
square feet of floor space. But the present studio. space is by no 
means fully utilised. According to the estimate made by Kine- 
matograph Weekly (which assumes 60 of the 72 stages to be 
suitable for feature film production, and limits the average time 
taken in production to 12} weeks and the space required to two 
stages for cach film) the present space is sufficient to produce 120 
feature films in a year. But the same survey conciudes that in 
fact only 62 first features and 12 second features will be completed 
this year. This compares with 58 “major features” compicted 
last year ; and this in spite of the fact that, with the new mood of 
financial realism among the film producers themselves, the average 
investment in each film has been much reduced. 


LIMITED 
TOTTENHAM, LONDON, N.17 


The Company manufactures the world-famous “* Gestetner ”’ Duplicating Machine and accessories. Jt has branches throughout 
the United Kingdom and subsidiary companies or representatives in afl parts of the British Commonwealth, in Central and South 
America, the Far East, and many countries in Europe. Extensive servicing facilities are available throughout the organisation, 


SUMMARISED BALANCE-SHEET OF GESTETNER LIMITED AND CONSOLIDATED SUBSIDIARIES, 
as at 3ist August, 1948. 


issued Capital... val oe ais 40 
Capital Reserves... i a eas cc ... 174,570 
Revenue Reserves and Unappropriated profits ... 868,999 
Outside Shareholders’ Interests ve its ie 682 


£1,650,169 


SUMMARISED APPROPRIATION ACCOUNT OF GESTETNER LIMITED. 
Profit for year, after providing for Taxation, Depreciation, Siaff Insurance Schemes, etc, ies wi nes 


Distribution for year :— 
Preference Dividend (7°)... J wee gee 
Ordinary Dividends (30°) Plus bonus (74%) ... 
Retained in the business ... 
Extracts from the Directors’ Report are appended :-— 


si ~~ £665,918 ‘Fixed assets, at cost ; 


Less : Accumulated Depreciation ... 391,624 


Patents and Goodwill e ech see 
Excess of Current Assets over liabilities 
and provisions ... ‘a sal ose 


£1,650,169 


£153,819 
Net £10,106 
Net 83,205 
_ 93,311 


“ Both in vol and value the exported percentage of the Company’s products exceeded the Government target and constituted 
an all-time neat "The recent Pid Aerchn conference held at Bogota, Colombia, standardised on Gestetner equipment. At the 
General Assembly of the United Nations in Paris, Gestetner equipment will produce the Official Reports and Statistics. We are proud 


to report these triumphs of a British product. 


“"Dhe Gestetner Service to its users has maintained the reputation for which your Company is known. 


and abroad have reached the highest peak experi y 
Factory productiowand mene perme manufactates and out new products ; continued efforts are being made to improve 
wherever further improvemenis can be cilected. Eyery endeavour will be made to 


circumstances of 


senced in the history of the firm. Active 


the year ahead.” 
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France’s ECA Funds 


The United States’ direct and immediate contribution to the 
easing of the mounting financial crisis which faces the French 
Government has been to agree to release a sum not exceeding 
45,000 million francs out of the balances deposited against the 
receipt of Marshall grants by France. A further release of equal 
amount will be considered later in October. This means that 
virtually the whole of the francs deposited against dollar grants 
are in effect being swept back into general circulation and are 
not being used in repaymem of debt. Had they been so used, 
they would merely have increased the French Government’s 
need to borrow. The release of these funds will, however, have 
one important psychological effect, for it will avert, for the 
present, the need of the government to seek an increase in the 
ceiling of 200,000 million francs which at present limits the total of 
advances to the State by the Bank of France and which was being 
closely approached. The Economic Co-operation Admin’stration 
in Washington has emphasised that this release of ECA balances 
to France is conditional on measures to restore financial 
equilibrium and that it would not have been made but for the 
steps taken in this direction by M. Queuille’s new Govern- 
ment. The danger may be that, following this first. concession, 
France may come to look on the expenditure of the internal pro- 
ceeds against Marshali grants as a nermal feature in its budgetary 
arrangements. In that event, France will find it more than d.ffi- 
cult to do without this particular help in the future. 


*x * * 


South Africa’s Gold Cover 


The persistent drain of the gold reserve held by the Reserve 
Bank of South Africa has called for counter measures by the 
South African Government, which has now introduced a bill 
proposing to reduce the statutory gold cover for the currency 
from the present ratio of 33} per cent to 25 per cent. The 
Minister of Finance, Mr Havenga, in justifying this measure, has 
claimed that the new figure was the same as the minimum statutory 
reserve in the United States, a fact which in his view put the 
mark of respectability on the proposed change. Mr Havenga also 
admitied that the latest statement of the Reserve Bank showed 
that the gold reserve had fallen to 31.3 per cent, the lowest ratio 
yet recorded, though he added that the cover would be raised to 
33 percent if the gold lent to Britain were taken into account— 
which would surely be a revolutionary methed of ‘calculation. 

The main issue on which the new bill has to be judged isnot 
whether the proposed statutory figure is higher or lower than 
that which obtains in the United States or elsewhere, but. whether 
effective measures are being taken to arrest the fall in South 
Africa’s gold reserves. On this score, there is still no ground for 
reassurance. Mr Havenga has pointed out this week that he is 
still opposed to import controls—which in effect means that 
he is still prepared to pay in gold for American imports of every 
kind, essentials or luxuries: The South African authorities 
are still thinking in terms of the possibility of a loan from the 
United States, though Mr Havenga was prepared to admit that 
this would only bring temporary relief. Unless they brace them- 
selves for the. effort of introducing some selective control of 
imports, they may soon be astonished at the rapidity with which 
the margin between a 33} and a 25 per cent reserve can disappear. 


* * * 


British Trade with Denmark 


Our Copent.agen correspondent writes: The British trade 
exhibition in Copenhagen—the biggest British exhibition ever 
held abroad—whith opened a fortnight ago and closes this week- 
end, had two handicaps to fight. One was the weather. Twelve 
hundred British. firms displayed their goods on stands in five 
different places in Copenhagen, and the rain and gales which have 
swept the streets might easily have threatened the attendance. 
They did not do so. In the first week, there were half-a-million 
visitors, and the fleet.of double-decker buses which came from 
England for the occasion carried them expeditiously between the 
different sections of the exhibition... From a commercial point 
of view, the two main organisers, the Federation of British Indus- 
tries and British Import Union in Copenhagen, can claim that the 
exhibition has been a great success. 

The other handicap will not be defeatedso easily. This is the 
restriction on Danish im Many visitors must nave felt the 
torments of Tantalus when they saw goods on exhibition which 
they are not: itted to buy. The,Danish Minister of Com- 
merce, Mr J. O. Krag, has held out little hope that import licences 
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luxury goods. And the definition of “luxury” nowaday covers 
many articles of use, such as household furnishings and oon 
Yet British exhibitors do not complain. ‘They have booked 

up to limit of the licences at present granted and most of them 
have also taken extra orders in the hope that licences may be 
given more freely later. Before the exhibition opened, there were. 
some complaints from Norway and Sweden that Copenhagen had 
been chosen for the display. But the number of visitors” from 
both countries and from Finland, too, showed the interest: of 
businessmen in these countries in the exhibition. Most of the 
exhibitors have met many old customers from the three other 
Scandinavian countries. 

The motor show undoubtedly attracted the greatest attention, 
This section had been allocated the most requiring of all the 
exhibition halls—the old mding house at Christiansborg, next: to 
the Royal stables. It had never been used for an exhibition before 
and was never intended for one. But, in the shadows of the 
granite masses of the castle, gay sunblinds outside the gloomy 
colonnade and bright colours inside provided very attractive 
surroundings for the British motor-cars. "The few American cars 
which have been imported into Denmark have been nicknamed 
“Dollar grins,” while the more modest, but attractively 
British cars were immediately baptised “ Sterling smiles.” Den. 
mark needs some 25,000 new cars and there is no doubt that the 
lines of these cars, coupled with their modest petrol consumption, 
will gain them a high place on the Danish market. This motor 
show, although not the biggest section of the exhibition, was the 
most popular. 

The Danes before the war used to consider British methods 
of displaying their goods and advertising them (as well as the 
unwillingness of manufacturers to adapt them to the customers 
demand) as a little old-fashioned. The British export drive, and 
the Danish hunger for goods, seem to have brought buyer and 
seller nearec to each other. ' 


* * * 


Richard Crittall 


Until quite recently the failure of Richard Crittall and Com- 
pany (a heating and ventilating engineering concern which is not 
to be confused with Crittall Manufacturing, makers of metal 
windows).10 make a- profit for 1947 was presumed to. reflect.a 
difference of opinion between the directors and the auditors on the 
treatment of development expenditure. The first hint of trouble 
had been given in June, when the first half-yearly payment was 
deferred on 4§0,000 § per cent cumulative £1 preference shares, 
issued at par-by Whitehead Investment Trust and more than five 
times over-subscribed as recently as December last year. In A 
came the serious implications of the appointment of a receiver 
and a new board of directors, following the disclosure of a tradi 
loss of an unstated amount. Finally, at this week’s meeting of 
unsecured creditors, all illusions have been dispelled. For now it 
is evident that the company will indeed be fortunate to escape 
liquidation. For the time being this step has been averted by @ 
creditors’ moratorium until] November 15th on the vote of four 
hundred unsecured creditors. Three unsecured creditors have been 
appointed as a committee to keep in touch with the’ directors in 
their efforts to salvage something from the wreck. 

This will indeed be a herculean task. According to Mr H. V. 
Cozens, the néw chairman, shareholders have already lost 9§ pet 
cent of their capital. In a statement of the approximate position 
at August 19th given by the receiver, Mr R. G. Leach, total 
creditors’ claims are put at £1,316,000, of which £30,000 
attributable to preferential, £608,000 to secured and £678,000 10 
unsecured creditors. Against this, assets amount to £879,000, 
including £280,000 due from subsidiaries and £200,000 for work 
in progress. All save two of the subsidiaries have been making 
considerable losses and the receiver has rightly been concentrating” 
his atiention on instituting drastic economies since the neglect of 
the fundamental principles of costing has apparently been chronic. 
The rot has gone so far that liquidation seems to be the ps | 
possible fate for most of the subsidiaries, though there may well 
be difficulty in realising their work in progress and stocks. Liquida- 
tion is not contemplated for the parent company, whose i 
is still held to be worth something, nor for Richard Crittall ney 
Magnetic Valve, Grierson, N. V. Stralingswarmte and_Richaré 
Crittall Stralingswarmte. Total losses of the parent company are: 
likely to exceed £1,000,000, and losses are still apparently 
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consideration by the new board: and the receiver. It will be 
surprising if, as a result of these discussions, the shares of Richard 
Crittall emerge worth even the low values of 2s. roid, for the 
preference and 3d.-1s. for the 1s. ordinary recorded this week. 
The case has a close parallel, both in the speed and magnitude of 
the reversal of the company’s trading experience, in that of Miles 
Aircraft last year. 
* * * 


Italian Debt Service Delays 


In face of the growing impatience of sterling bondholders, 
the Italian Treasury has this week given the reason for the delay 
#, providing funds to meet *%e obligations agreed in July on the 
Italian Credit Consortium 7 per cent 1927-47 bonds (capital 
repayment in full and arrears of interest up to March 1, 1947) 
and on the Royal Sardinian Railway 3 per cent bonds (arrears 
of interest at 3 per cent to September 15, 1947, and payments 
in ful! thereafter). Under the new Italian Constitution, it appears, 
severe controls have been placed on any supplementary budget 
appropriations, which such payments would entail. No indication 
has, however, been given of the time which will be required to 
pass legislation permitting the payments, though it is nearly 
eighteen months since payment was agreed in principle and eight 
months since arrangements for payment were stated to be in hand. 
Meanwhile it has been announced that, in accordance with the 
Anglo-Italian Property Agreement of April 17, 1947, contractual 
arrears On the § per cent Maremmana Railway 1862 sterling bonds 
will be paid up to September 15, 1947, in sterling, with effect 
being given to the drawings which have taken place in Rome 
{this proviso led to the bonds being called nominal this week 
until the actual drawings become known). After that date 
payment will be made at the same rates of interest offered 
to United States bondholders, which are considerably lower than 
the contractual terms. Interest on outstanding bonds will be 
paid at the rate of 1 per cent per annum from September 15, 1947 
(the official date of the Peace Treaty with Italy) to July 1, 1950, 
at 2 per cent from July 1, 1950, to July 1, 1952, and thereafter 
at the rate of 3 per cent. From January 1, 1953, to July 1, 1957, a 
sinking fund of r per cent will operate, and from January 1, 1958, 
to July 1, 1977, at the rate of 2 per cent, on the total nominal 
amount of the bonds presented for enfacement up to September 
15, 1950. The Italian Treasury reserves the right to redeem all 
outstanding bonds at the redemption price plus accrued interest. 
In the case of Italian residents interest will be paid in lire in Italy. 

Apart from the failure of Italy so far to agree to make sinking 
fund payments in respect of its portion of the Austrian Govern- 
ment Guaranteed Conversion Loan 1934-39 (it agreed in July to 
make interest payments) the only outstanding sterling bonds for 
which the resumption of interest payments has not been arranged 
are the 44 per cent bonds of the Adriatic Electric Company. It is 
understood that discussions are taking place between the bond- 
holders and the Italian Government. 


* * * 


Local Hauliers and the Operating Centre 


The Transport Act made provision for the public owner- 
ship of road haulage services, but left local haulage open to 
privately-owned transport on strictly defined conditions. The 
principal restriction is that no vehicle covered by an. “A” or 
“B” licence may be used commercially beyond 25 miles from 
its “ operating centre.” Thus an operator whose centre is more 
than 25 miles from, say, London, could not carry goods for hire 
or reward to London; but an operator just inside the 25-mile 
limit could carry goods from London to a point 50 miles away. 

Thus the definition of “operating centre” becomes a matter 
of great importance in determining the scope which remains for 
private haulage business. The Act defines the operating centre 
as the “ permanent base or centre from which it is intended that 
the vehicle will normally be used.” But it also allows an operator 
to ask the licensing authority to specify the operating centre for 
his vehicle ; the decision rests with the licensing authority, but 
clearly if licensing authorities generally were prepared to specify 
a notional operating centre for a haulier whose actual base was 
near the fringe of his area of operation, it would greatly affect 

range of private haulage operation which would be per- 
missible under the Act. 

This point was the germ of an application—the first under the 
Transport Act—on behalf of a road haulage concern at Luton to 

its opelitinng Cenase 16 Lender Csiney. Luton is 30 miles 
from London and London Colney only 18 miles. Unless the 
Operator succeeded in his application, therefore, he would not be 
entitled to carry goods to London, as he has done in the past. 
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But the licensing authority of the Metropolitan Area this week 
held that to grant the apphcation would have the effect of defeat- 
ing the clear purpose of the Transport Act. From their refusal 
of the application there is no appeal. It now rests with the 
operators, if they wish, to seek the permission of the Transport 
Commission to operate beyond the 25-mile limit. This, too, is 
a matter for the absolute discretion of the Commission. But at 
least the principle emerged from Monday’s hearing that the Road 
Transport Executive will not refuse a permit unless it is satisfied 
that “the Commission’s services give at least as good. a service 
as that which obtained prior to the appointed day.” 


* * * 


Commercial Vehicle Outlook 


British manufacturers of commercial vehicles received a 
severe test during the war years. They were required at the 
same time to expand production rapidly and to meet a new stan- 
dard of criticism, particularly from the Services, which had 
exacting standards of performance and were disposed to complain 
of too little standardisation. As a result of the wartime stimulus 
and the keen demand since for British commercial vehicles, pro- 
duction today is almost twice as big as before 1939. The cut in the 
capital programme has concerned itself mainly with the heaviest 
types of vehicles, and has not greatly affected total production. 
The value each month of commercial vehicles manufactured in 
this country now exceeds £9,000,000. 

At the first International Commercial Transport Exhibition 
since the war, now held, as formerly, at Earl’s Court, British 
manufacturers and a handful of American and French makers 
are showing current models, all of postwar design. Little 
things, like the provision of left-hand steering, indicate aware- 
ness of foreign requirements. While the case for sending abroad 
the bulk (75 per cent) of passenger cars made is straightforward, 
the decision also to export a high proportion of commercial 
vehicles must have been more difficult. In the first six months 
of this year 84,000 commercial vehicles were manufactured ‘in 
this country, and 34,000 of these, valued at £16} million, have 
been exported ; of the exports, 40 per cent have gone to hard 
currency markets. The end-of-year target requires the industry 
to export the value of £3,200,c00 a month, a figure which has 
already been exceeded in recent months. Before the war 
14 per cent of commercial vehicles made were exported; the 
proportion is now approaching one-half. The Commonwealth 
countries still provide the best market ;. Australia in the first half 
of this year bought 4,675 commercial vehicles worth £2,100,000. 
Substantial exports of spare parts suggest that adequate provision 
is being made for maintenance. The United States has developed 
into a surprisingly interesting market. While it is virtually impos- 
sible to compete with American lorries in American markets, sales 
in the USA of British delivery vans have increased sharply. 

Inevitably deliveries to the home market are slow, though for 
some types of commercial vehicles delays are beginning to be 
reduced. The exhibition shows little that is revolutionary, but 
much that embodies wartime experience under severe practical 
conditions. Among the most interesting exhibits are tipping 
devices on lorries and trailers, which obviate much needless 
manual work. The dollar shortage abroad, as here, coupled with 
delivery delays for American trucks, has given the commercial 
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vehicle maker a breathing space, which may continue for some 
time. Within the limits of productive capacity much good use 
has been made of this period. But if commercial—or passenger— 
vehicles are to become a staple export of this country, prices will 
certainly need to be waiched. 


x * * 


Americans and Middle East Oil 


Mr Frank W. Abrams, chairman of the Standard Oil Com- 
pany of New Jersey, joined in the discussion on the nature of 
the American interest in the Middle East when he addressed the 
American Chamber of Commerce in London a week ago. He 
was at pains to emphasise that, so far as the oil industry 
was concerned, the interest was very great: “The oil industry 
of the peace-loving countries is making an all-out effort, indus- 
trially and financially, to expand Middle East production.” This 
was not, he explained, because of direct American needs for 
Middle East oil, which was “not counted upon in the immediate 
years ahead to supply any significant part of the American 
market.” But the oil resources of the Middle East would affect 
the American oil position by reducing the necessity for the present 
large exports of oil from the western hemisphere. 

The sixteen Marshall Plan nations would use about 900,090 
barrels of oil a day this year—nearly so per cent more than they 
used in 1938 In the Marshall Plan allocations oil occupied 
second place only to food, and “a major part” of the oil supplied 
to western Europe this year under the Marshall Plan would come 
from the western hemisphere despite the pressure of demand 
there. But it was estimated that by 1952 about 65 per cent of 
Europe’s total oil requirements would come from the Middle 
East. 

To replace the western hemisphere by the Middle East as 
the major supplier of European demand would (said Mr Abrams) 
require the solution of major transportation problems. The 
tanker fleet would not be able to carry “the greatly increased 
supplies which we hope will be flowing from the Middle East 
within the next few years,” and it would in any case be more 
economical to carry the oil t the Mediterranean by pipeline. Six 
major lines, ranging from 16 to 36 inches in diameter, were now 
contemplated or actually under construction by various oil com- 
panies. But their completion was being retarded by a number 
of factors, including shortage of steel; he stressed the need to 
raise steel-making capacity in Europe. 

The question of building new refineries in Europe is one in 
which Standard Oil is greatly concerned, and Mr Abrams con- 
ceded the necessity for increased facilities to process oil at the 
point of use in western Europe. But the advantages of large 
scale could not be entirely neglected, and “a substantial propor- 
tion of the Middle East crude will continue to be refined at the 
point of production or at the end of the pipelines carrying it 
to the Mediterranean.” Mr Abrams mentioned the plan pre- 
pared by his group for constructing a big refinery at Fawley, 
but did not commut himself far as to the prospects of carrying 
it out. Agreement with the British authorities, he indicated, had 
sull to be reached. He did not say what were the questions at 
issue ; but it is known that they include the convertibility of 
the earnings of what will be an unusually large dollar investment. 


x * x 


Australian Internal Loans 


The consent of the Stock Exchange Council for dealings t6 
take place under Rule 163 (1) (e) in six* internal Commonwealth 
gilt-edged issues, of which a total of £391,000,000 stock is out- 
standing, has given an official stamp to dealings which have been 
lately growing in volume. Until permission to deal had been 
obtained the authorisation of the Stock Exchange Council had 
to be sought for each specific bargain. This requirement has 
arisen from the provision under Rule 163 (1) (e) that only securi- 
ties for which dealing facilities had been granted on a dominion 
colonial or foreign stock exchange before September 23, 1946, 
were eligible under the rule. The six Commonwealth stocks 
concerned, which include the five listed in the accompanying table 
together with a 34 per cent 1959-62 issue at present on tap in 
Australia, enjoyed no such facilities until after the required date. 
But even under Rule 163 (1) (e) bargains are not marked in the 
Stock Exchange Official List. 

Interest in these stocks has recently been stimulated by specula- 
tion on the possibility that Austraiia might follow New Zealand 
in revaluing its currency to parity with the United Kingdom 
pound, despite official Australian denials. In that event holders 
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of these loans would obtain a capital profit of around twenty-five 
per cent while enjoying higher yields than obtainable on gilt-edged 
securities registered in this country. 

No difficulty exists at present in remitting interest payments 
from Australia and residents in the United Kingdom and else. 
where in the sterling area may receive up to £Aro4 per annum 
from Australia free of Australian income tax. The double taxg. 
tion agreement between the two countries provides for an offset 
against United Kingdom taxation of such Australian taxation pay- 
able on amounts exceeding £A1o4. While restrictions on. the 
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movement of capital to Australia via these channels might be 
prompted by future developments, at present no formal restric- 
tions exist. The probvbility that the London demand for these 
stocks is not yet important enough for measures to be taken by 
the Australian authorities may be inferred from the relatively small 
premium existing on prices of the issues over their Australian 
parities. In any case Australia may not find the flow unwelcome, 
since it provides support for gilt-edged prices there while the 
interest payments to London holders of the stocks can be met 
without imposing any strain on the Dominion’s sterling account. 


* * x 


Centrifugal Spinning 


A new system of spinning evolved over the period since 
1939 by the Keighley firm of Prince-Smith and Stells has now 
reached the stage of being demonstrated to the textile trade, and 
seems likely to arouse lively interest. It was described in some 
detail in Textile Weekly on September 24th. Substantially, it 
is the application of centrifugal spinning (already used in the 
rayon industry) to the spinning of dry fibres; and, although 
designed primarily for worsted, it is claimed to be applicable to 
cotton, flax, rayon staple, and indeed any dry fibre yarns. It is 
for this general application that the processes have been passed 
by the originating firm to Textile Machinery Makers, Ltd., for 
development. 

They centre upon a new method of recovering dry yarn from 
a centrifugal spinning container. But in applying this principle 
the opportunity has been taken to plan afresh the entire pro- 
cesses of drawing or roving, spinning, and twisting yarns, and t 
design a series of machines capable of being used separately 
with other machinery but calculated to give the best results whea 
used together. Higher speeds, larger packages, fewer end-breaks, 
a great reduction in labour requirement and a reduction in floor- 
space per lb of yarn produced are among the important advantages 
claimed. The semi-automatic doffing operation evolved requires 
only brief manual attention at its conclusion, and is so designed 
that the absence of any attention does no harm, but merely delays 
the start of spinning on the new bobbin. The machines can 
therefore be run through meal breaks and can be left to run 
themselves out at the end of the day; the setting of a switch 
enables each machine to be stopped at a predetermined time, 
and it will be found ready to complete doffing and start spinning 
at the beginning of the next working day. The machines afe 
driven by* individual electric motors. : 

These machines are already to be seen at work, but to put them 
into commercial production will require new tooling and to 4’ 
certain extent new plant. Even for the initial purpose of serving 
the worsted industry, much of this has still to be done ; it seems 
likely, therefore, that the entry of the centrifugal system into 
cotton spinning may be delayed for some time yet. eS 


* * * sh 
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COMPANY MEETINGS 
LLL Le 


THE DISTILLERS COMPANY, LIMITED 


PROGRAMME OF EXPANSION 
GROWING DRAIN OF HEAVY TAXATION 


MR HENRY J. ROSS REVIEWS POSITION AND PROSPECTS 


The seventy-first annual general meeting 
of the company was ‘held in the North 
British Station Hotel, Edinburgh, on Friday, 
the 24th ultimo, when the chairman, Mr 
Henry J. Ross, presided. 


The chairman said:— 


When I had the privilege of addressing 
you lust ycar it Was in my capacity as deputy 
chairman, our then chairman, Lord Forteviot, 
being seriously ill, and, although we. ail 
fervently hoped for his recovery, it was not 
to be, and he passed away on October 24, 
1947. His death was a most serious blow 
to the company over which he had presided 
with such dignity and distinction for the 
previous ten years, and his loss is keenly felt 
as a peculiarly personal one by every member 
of the staff from the highest to the lowest. 

As is mentioned in the report, my 
colleagues on the board have done me the 
honour of appointing me to the vacant chair. 
Whilst naturally proud of being called to 
this high office, I am very conscious of the 
heavy responsibility accompanying such an 
appointment, and all that it means to follow 
in the wake of such a long line of distin- 
guished predecessors. It will be my aim, 
however, to continue to serve the company 
and the stockholders to the limit of my 
ability. 

You will also observe from the report that, 
since we met last, we have lost the services of 
another director in the person of Mr John 
Nicolson. Mr Nicolson retired on pension 
on March 3lst of this year, after having given 
loyal and devoted service over the long 
period of 38 years. Those of us who were in 
close, almost daily, contact with Mr Nicolson 
appreciated his wise counsel and guidance, 


‘ particularly in all matters practical, and while 


we shall miss him it is good to know that 
he has left behind him a trained staff who 
have been reared in the best D.C.L. tradition. 


The appointment by the board of Mr 
William Reid as a member of the manage- 
ment committee took place on November 13, 
1947. Mr Reid has spent his entire busi- 
ness life in the trade, and is at present chair- 
man of John Haig and Company, Limited, 
as well as chairman of the Group Home 
Sales Committee, The management com- 
Miitee will benefit greatly by his wide and 
varied experience. 


STATEMENT OF ACCOUNTS 


Turning now to the statement of accounts, 
you will have noticed that these have been 
prepared in compliance with the requirements 
of the Companies Act, 1948. The adjusted 
figures of March 31, 1947, have been entered 
in the balance sheet and in the consolidated 
balance sheet for comparative purposes. In 
the profit and loss account, however, the 
Previous accounting period was for 10} 
months with varying accounting periods for 
the subsidiaries, consequently the figures are 
not comparable, and, for that reason, have not 
been inserted, 


TRADING PROFITS 


The manufacturing and trading profits of 
company and its subsidiaries, including 
an item of £406,677 for inter-company pro- 
8 in the stock valuations of jary com- 
Panies released during the year, amounted to 
11,119,057 ; to this is added (1) Income 
rom investments and interest £905,007, and 
(2) Provision for taxation made in ious 
years not required and released £597,601, 


making the total revenue £12,621,665. 
Income tax and profits tax required the large 
sum of £6,021,149, and after the necessary 
provisions, writings off and transfers to 
general and superannuation reserves made by 
subsidiary companies as detailed in the re- 
port, there was a balance of £4,644,135. The 
proportion applicable to outside shareholders 
in subsidiary companies was £339,099, and 
the undistributed profits of subsidiary com- 
panies applicable to The Distillers Company, 
Limited, was £684,203 (as against £190,728 
retained in this way in the previous account- 
ing period). At this stage, with the amount 
brought in, there was available £4,388,986, 
and the board agreed to apply £1,000,000 to 
general revenue reserve, and to write off 
premiums and expenses on purchase of de- 
benture stock for cancellation, £156,676, 
leaving sufficient for the dividends distri- 
buted or recommended, and to increase the 
carry forward from £768,153 to £887,051. 


DIVIDEND 


The dividend on the ordinary stock for 
the year is ls. 1 1/5d. per unit of 4s. which 
compares with Is. per unit for the previous 
10} month period. This is in effect a small 
reduction, but the board has had to have 
regard to the heavy expansion programme 
they have authorised. In common with other 
large companies, your company is feeling the 
growing drain of heavy taxation, and the 
increased costs of replacing stocks and other 
assets. In addition, in the expansion pro- 
gramme, we face the higher prices for capital 
assets and the expensive delays in obtaining 
deliveries of necessary material and equ-p- 
ment. There is no doubt that the ultimate 
total cost of this programme will prove 
greater than the estimates, although careful 
consideration has been given, and is being 
given, to modifications, where possible, to 
offset these increased prices. 


BALANCE SHEET ITEMS 


The company’s legal balance sheet calls 
for comment on the following matters :— 


(1) The general capital reserve has in- 
creased to £1,132,116 by the transfers thereto 
of the profit on realisation of certain invest- 
ments during the year and of recoveries in 
respect of war damage to properties pre- 
viously written off. 


(2) The revenue reserves total £12,932,545, 
and it will be noticed that the opportunity 
has been taken to close certain free reserves 
by transferring the amounts at credit to 
general reserve, 


(3) During the year the company pur- 
chased for cancellation all but £19,400 of the 
debenture stocks. As I mentioned before, 
the premium and the expenses of purchase 
have been written off out of revenue. 


(4) Under the heading of fixed assets, 
lands and buildings and plant, etc., are in- 
cluded at what might be called nominal 
amounts. For this reason, the directors are 
satisfied that neither further writings off nor 
depreciation are required at this time. It has 
not been found possible to ascertain the 
original total cost of these assets or of the 
total writings off and depreciation applied 
thereto over the past years, and consequently 
they are inserted at cost, or at cost less sales 
and amounts written off. 


(5) Investments in subsidiary _companies 
now total £23,957,531, a substantial increase 
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of £3,848,641 since the previous date of 
balance. The main items contributing to 
this imerease are:—~ 


(a) The formation of a new subsidiary 
called The Distillers Company (Bio- 
chemicals) Limited, to take over the 
factory at Speke, Liverpool, engaged 
in the production of Penicillin, 
formerly’ erected and managed by 
the parent company as agents for 
the Ministry of Supply; 


(b) The purchase of rhe business of J. 
and W. Hardie, proprietors of the 
well-known “ Antiquary” brand of 
whisky. This business was. con- 
verted into a limited company, and 
is being carried on as a subsidiary 
company ; 

(c) The securing of a controlling interest 
in The Peerless Refining Company 
(Liverpool), Limited, manufacturers 
of margarine, cooking fats, etc., part 
of which are sold to The Usted 
Yeast Company, Limited, for its 
bakers’ sundries trade ; 


(d) The acquisition of the total issued 
ordinary shares of The Manchester 
Chemical Compaay, Limited, manu- 
facturers of essences, baking 
powders and other requisites for 
bakers ; 

and 


(e) The purchase of the issued share 
cap.tal in Alexander Bonthrone and 


Sons, Limited, Malisters, Freuchie, 
Fifeshire. 


: Your directors are hopeful that these 
investments will prove of real value within 
the organisation, and will give reasonable 
yields on the amounts expended. 


_ © These new imvestments, and the 
increase in current and joan accounts of 
subsidiary companies have caused a reduc- 
tion in the company’s holdings of British 
Governmcnt securities. At the date. of 
balance, current assets totalled £21,177,738, 
as compared with £26,365,894 at the 
previous balancing date. 


The consolidated balance sheet shows that 
capital reserves, revenue reserves and profits 
unappropriated total £32,753,590. Adding 
this amount to the issued capital of The 
Distillers Company, Limited, we arrive at 
approximately {50,000,000 as the amount in- 
vested in the business as represented by the 
values at which the assets are stated in the 
books. It must be borne in mind, however, 
that, as I have already mentioned, certain of 
the fixed assets have been written down to 
practically nominal amounts, while market 
value of trade investments is, in the aggre- 
gate, greatly in excess of book value. Cur- 
remt. assets exceed current liabilities by 
£,47,000,000, but I must point out that the 
increase in stocks is partly due to replace- 
ments at higher prices. It will be noticed 
that at March 31, 1948, the outstanding com- 
mitments for capital expenditure amounted 
to approximately £1,305,000, but this. does 
not, of course, cover the completion of the 
expansion programme authorised by the 
board. 


DISTILLING 


When I addressed you last year, the hope 
.was expressed that further distilling licences 
would be issued to avoid closing down our 
distilleries, and I am glad to say the in- 
dustry received authority in December, 1947, 
to purchase an additional 75,000 tons of 
cereals, which enabled continuity of produc- 
tion to be maintained. Since that time, 
further. negotiations have taken place with 
the Ministry of Food, and, while full and 
free production of potable whisky is not yet 


possible, the Minister of Food, realising the. 


importance of Scotch Whisky, not only in 
the present but in the future economy of this 
country, authorised the granting of 250,000 
tons of cereals to the industry for the period 


to April 30, 1949. Licences for that quantity 


ear: | 
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have been issued, and it will be appreciated 
that this is an important step towards the 
replenishment of the general stock ition. 
These licences have again been subject to 
certain conditions regarding the further 
stepping up of exports to hard currency areas, 
by reducing the quantity available for the 
home market, and to which I will refer later 
in my remarks. 


In order to ensure the earliest possible 
production at our grain distilleries, it was 
decided to reopen our Caledonian Distillery, 
which has veen silent since 1941. The plant, 
however, has been maintained in working 
order, and you will be interested to know that 
production will commence there within the 
next 10-14 days 

The operating malt distilleries completed 
their 1947-48 licences before closing down 
in the early summer, and I am glad to say a 
good start has been made with the 1948-49 
season, 


SCOTCH WHISKY SALES—HOME AND 
EXPORT TRADE 


Last year, am arrangement was come to 
with the Ministry of Food in terms of which 
the proportion laid down for distribution 
from May 1, 1947, was 3 gallons for export 
to 1 gallon released for the home market. 
This arrangement continued in force until 
April 30, 1948, as from which date a new 
arrangement with the Ministry became 
operative. 

As a quid pro quo for the allocation of 
further cereals, the Ministry insisted on a 
still greater increase in exports to hard 
currency markets, and, in view of the stock 
position, this could only be effected by our 
making a further reduction in the supplies 
available for the home market. 


The board view with great regret the 
present meagre allocation being made to 
the home consumer, and, as soon as the 
stock position permits, it will be their desire 
to bring about some alleviation in this direc- 
tion. We have always taken the view that 
a healthy trade at home is a necessary adjunct 
to our export business, and this factor will 
not be lost sight of. 


During the period under review, the rate 
of duty has been raised on two occasions. 
In the supplementary budget, introduced in 
November, 1947, an increase of 33s. 4d. 
per proof gallon was made, and again in the 
budget of April, 1948 a further increase of 
20s. per proof gallon. The rate of duty 
now amounts to the enormous figure of 
£10 10s. 10d. per proof gallon, and the 
retail price of a bottle of Scotch Whisky is 
33s. 4d., of which 24s. 7d. goes to the 
Exchequer. Representations were made to 
the Chancellor on both occasions, pointing 
out the penal nature of this taxation, but, so 
far, without avail. 


The board will continue to use every 
endeavour to bring about some reduction in 
this fantastic rate of duty. 


To all intents and purposes the export 
trade is under Government direction, and the 
industry was allotted a target figure to cover 
shipments to dollar markets, such as Canada, 
United States of America, South America, 
etc. In satisfying the needs of the Govern- 
ment for the year ended April 30, 1948, it 
is gratifying to record that our group com- 
panies played a very important part, al- 
though, to accomplish such a result, and in 
accordance with imstructions from 
Ministry of Food, it meant a drastic cut of 
supplies to “soft” currency countries as 
well as to the home trade. 


Notwithstanding the difficulties with which 
our group firms have had to contend, our 
well-known brands of Scotch whisky con- 
tinue to occupy a prominent place overseas, 
and are in constant demand. 


GIN 


Likewise, our Gin companies continue to 
enjoy an increasing demand for their various 


brands of gin—Gordon’s, Booth’s and 
Recnetr y-Doce at me and peng i 
PPy eo reflects very high stand 
of quality which is consistently maintained 
by our gin group companies in their brands. 
By artun zement with the Ministry of Food, 
particula attention is also being paid to 
“hard currency” markets, 


YEAST 


The yeast factories have been working 
practically to full capacity throughout the 
year under review to meet the demands for 
their products in home and overseas mar- 
kets. I regret that permission has not yet 
been granted by the authorities to proceed 
with the new yeast factory in the south 
of England. In the meanwhile, plans and 
specifications have been prepared, and the 
company is keeping in close rouch with the 
appropriate authorities. It is hoped that, 
within a reasonable pericd, a start on the 
erection will be allowed. 


Although costs of production of the various 
preducts have risen quite substantially over 
the period, mo increases in prices to the 
consumer have been applied. 


° 
INDUSTRIAL SECTION 


It car be well understood that even greater 
interest is now being taken by the members 
and others in the industrial side of the 
company’s business, and particularly so in 
the large and important extension programme 
in chemicals and plastics authorised by the 
board. It is satisfactory to record that, in 
general, good progress has been made in all 
the various sections, and outputs and profits 
have been well maintained throughout the 
year.. Certain key materials, of which we 
are large consumers, have remained critically 
short, but the supply position as a whole has 
improved. This, we hope, will eventually 
lead to some degree of relaxation of Govern- 
ment control and the introduction of normal 
trading conditions. 

programme of extensions, to which I 
have already referred, has been hampered and 
delayed by shortages of both constructional 
materials and labour, and there are, as yet, 
no signs of any improvement in this respect. 
Whilst this is a great disappointment, it 
must be emphasised that the directors are 
satisfied their plans for expansion are based 
on what they regard as the long term require- 
ments of a stable market. 


The new plant for our subsidiary, British 
Geon, Limited, at Barry, South Wales, which 
was reported last year as under construction, 
commenced operations some months ago. 
The sales of the product “Geon” brand of 
polyvinyl chloride, are developing well both 
at home and in certain overseas markets. 
Adjacent to this factory, we are erect'ng 
another for cur subsidiary, British Resin 
Products, Limited, to take over and expand 
their existing manufacturing activities now 
carried on in three smaller units elsewhere. 


PURCHASE OF PENICILLIN FACTORY 


As I have mentioned, in the year under 
review negotiations were completed for the 
purchase from the Government of the 
penicillin factory at Speke, Liverpool, and 
this transaction was followed by the forma- 
tion of the Distillers Company (Biochemicals), 
Limited, with an issued capital of £1,000,00C. 
Gratifying progress has been made, and the 
company is now marketing a high grade of 
crystalline penicillin. Close attention is also 
being paid to the production of streptomycin, 
and the development of similar anti-biotic 
materials. 


In the industrial alcohol market, adequate 
supplies of molasses were available through- 
out the year, although the price was still very 
high. On the whole, so far as can be gauged 
at present, the outlook for this section is 
more favourable now than it has been for 
some time. 


‘ The directors have given careful considera- 
tion to extending the field of research and 
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development, and a very substantial 9p 
larger than in any previous year, was = 
priated for this purpose. Some of the work 
is of long-term nature, but particular atren- 
tion is being paid to consumer research, from 
— the ey: me derived real 

in er outputs ter qualit arious 
ee: : ; . . 


_ Last year, reference was made to the pros 
visional agreement between the company and 
the Angio-Iranian Oil Company, Limited, to 
erect a plant at Grangemouth for the pro- 
duction of chemicals from petroleum, and } 
am glad to inform you that the project has 

approved by the authorities, A small 
company was formed, under the title of 
Britsh Petroleum Chemicals Limited, with 
a nominal capital of £100. The initial work 
is now well in hand, and application has 
been made to the capital issues committee for 
permission to increase the capital of the com. 
pany to £5,000,000, which will be subscribed 
equally by the two companies. It is not 
necessary to emphasise the fundamental 
importance, to the Distillers Organisation, of 
this association with the Anglo-Iranian Oil 
Company. The advent of more competitive 
conditions in the chemical industry should 
not weaken the position, because the scheme 
has been designed to fit in with, and to 
become an integral part of, the existi 
manufacturing interests of the industrial side 
of our organisation. 


FUTURE PROSPECTS 


I am sure you will agree that it is neither 
possible nor desirable, under present condi- 
tions, to forecast very far ahead, but I am 
able to inform you that, so far as the current 
year has gone, the margin of profit has been 
well maintained up to the standard of the 
year to March 31, 1948. There is the added 
satisfaction that the conservative policy 
regularly adopted by the board over the past 
years, with the ploughing back of substantial 
amounts out of profits, has placed our com- 
pany in a strong financial position with 
good reserves. 

It is anticipated that, in future, dividends 
on the ordinary stock will be paid twice a 
year, with the interim in February, and the 
final in October. 


TRIBUTE TO STAFF 


And now, ladies and gentlemen, I cannot 
close without a word of praise for our staff 
—a very widely scattered staff, located, not 
only in Scotland and England, but in Wales 
and Ireland, and overseas in Canada, 
Australia, India, South Africa, and in the 
U.S.A. To each and all, the thanks of the 
directors are due, and I am sure the stock- 
holders would wish to be associated with 
this tribute, for, without the devoted efforts 
of the staff, the satisfactory results now 
before you would not have been possible. 


The report was adopted. 


GOLD EXPLORATION AND 
FINANCE OF AUSTRALIA, | 
LIMITED 7 


INCREASED REVENUE 


The fourteenth annual general meeting of 
this company was held, on the 28th ultimo,” 
in London, Mr. C. T. Pott presiding. - 

The following is an extract from a state- 
ment by the Board circulated previously:— 


For the year ended March 31 last revenue 
from dividends and interest, amounting © 
almost £91,000, reflects increases of £37,900 
in the Western Mining Corporation di ay 
and £2,800 in interest received, offset by al© 
aggregate decrease of £2 in the us 
tions by Gold Mines of Kalgoorlie and Vic-~ 
toria Gold ing. ‘Administration andy 


Dredging. 
4,000, partly. 
general expenses went ae-by £ An, 


due to increases in nor 
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ts and partly on account of visits to 
ecciall by directors and senior officials. 

The net revenue for the year at £78,686 
was £5,600 more than the previous year’s 

, but the net provision for taxation is 
{£12,000 higher at £44,134, largely due to the 
increase in the profits tax. After bringing 
in £3,547 from last year the balance on profit 
and loss account is £38,099, out of which it 
js proposed to pay a dividend of 6} per cent. 
(74d. a unit) less tax at 9s. in the £, requiring 
£31,385 and leaving £6,714 to be carried 
forward. 

For some time past the board has realised 
the desirabil.ty of transferring the control and 
management of the company’s affairs to 
Australia and has therefore applied to the 
Treasury for permission so to do, under the 
Exchange Control Act, 1947. Permission has 
been received and a scheme for transfer will 
be placed before the stockholders as soon as 
the necessary details can be completed. 

The report was adopted, 


WATNEY COMBE REID AND 
COMPANY, LIMITED 


THE PRICE OF BEER 


The ordinary general meeting of Watney 
Combe Reid and Company, Limited, was 
held, on the 24th ultimo, in London, Major 
A. C. Bonsor (the chairman) presiding. 

The following are extracts from the chair- 
man’s circulated statement and speech: — 

June 30, 1948, marked the completion of 
50 years of trading by the company under 
its present name. The amalgamation in 1898 
brought together and petuated in name 
three kindred firms. atneys first became 
associated with the Stag Brewery in 1837, 
although there had been a brewery there long 
puor to 1700. Combe and Company, 
Limited, and Reid’s Brewery Company— 
formed in the late 1700s—were successors 
of pre-existing breweries. 

During the year under review, the Chan- 
cellor of the Exchequer introduced two 
Budgets, each of which resulted in an 
increase of 1d. a pint in the price of beers 
of average gravity, and of 2d. a pint in the 
better-class beers. The price of beer such 
as is allowed to be brewed today is too 
high, and must lead to a serious reduction in 


sales, of which there are already distinct 
signs, 





CATERING 

It has always been our aim to provide 
facilities for catering where it is practicable, 
and despite difficulties, food is cbtainable in 
94 per cent. of the company’s houses, of 
which 40 per cent. serve main meals totalling 
over 141,000 a week, in addition to an in- 
calculable number of less substantial meals 
served at bars and snack counters. There 
still seems to be an impression in the minds 
of several responsible people that the interests 
of brewers lie solely in the sale of beer, 
wines and spirits. We have a much higher 
conception than that of our duty to the public, 
and these figures will help to reinforce our 
claim as an industry to be allowed our full 
and proper share in planning licensed houses 
of the future in this country. 

Having regard to the requirements of the 
future and the ever-rising cost of building 
work, further appropriations are required, 
and the transfer of £250,000 from this year’s 
Profits to the properties and plant contin- 
geNcies reserve is recommended, Any appro- 
Priations we can make today have to be made 
out of profits which are taxed at twice the 
prewar rate, The cost of building today is 
just Over twice the prewar cost. As a result 
anew building today requires the appropria- 
ton of over three times as much profit 
before taxation as a comparable building re- 
quired prewar, 

The following sub-division of each {£1 
received by the company may be of interest: 
Beer duty and taxation, Ils. 8.4d.; materials, 
38. 6.2d.; worki , Is. 9.5d.; baer 

an 


expenses 
Wages and pensions, 1s. 7.3d.; e 
ordinary dividend, 3d.; deferred ordinary 
, 8.8d.; reserve, 2.8d. 
The report was adopted. 
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GUEST, KEEN AND NETTLEFOLDS. 


GOOD RESULTS FROM TEAM WORK 


The annual general meeting of Guest, 
Keen and Nettlefolds, Limited, was held on 
the 23rd ultimo at Birmingham, Mr. J. H. 
Jolly (chairman and managing director), 
presiding. 

The following is an extract from the chair- 
man’s statement :— 

It is with pleasure that your directors 
submit the financial results of the group 
for the year ended March 3lst last. It should 
be recorded at the outset that they have been 
achieved despite great difficulties and many 
frustrations. For these results I want in 
your name to pay tribute to the management, 
staff and workpeople throughout our 
organisation, They are splendid. I can 
assure you that the results they have 
achieved have been due to the team spirit 
between management and workpeople that 
has been built up over a long period of 
years, 


TRADING PROFIT 


It will be seen from the consolidated profit 
and loss account that there has been a con- 
siderable advance in the trading profits of 
the group before charging debenture interest, 
depreciation and taxation. The present 
year’s total of £6,101,839, against £4,465,294, 
constitutes a record. Many factors have con- 
tributed to these increased profits, the main 
ones being that rising costs have been par- 
tially offset by increased volume of produc- 
tion, by increased efficiency, and not least by 
the splendid team spirit to which I have 
already referred. In addition, the increased 
capital subscribed two years ago and the 
profits retained in the business during past 
years. are mow becoming more fully 
remunerative. 

The increased trading profits are to a 
great extent nullified by the large provision 
for taxation. No less a sum than £3,162,967 
has to be charged to cover the liability on 
the year’s profits of the group. Only 
£873,984 is to be distributed to the stock- 
holders. 

The consolidated balance sheet shows 
current assets of the group amounting to 
£25,038,142, against which must be set the 
current liabilities of £9,632,214—admittedly 
a good position. 


WHY NATIONALISE ? 


It has been stated by Government spckes- 
men that in October or November a measure 
will be introduced into Parliament for 
nationalisation of the iron and steel trade in 
whole or in part. Your board are still firmly 
convinced that, from the country’s point of 
view, it would be a national disaster if the 
state, with its cumbersome, slow moving and 
doctrinaire methods, attempted to control by 
nationalisation that highly complex industry 
known as the iron and steel trade. It is a 
striking fact that nationalisation of industry 
has not shown any greater efficiency, any 
lowering of prices, any improvement. of 
quality or service, or contributed anything 
more to the competitive power of Great 
Britain in export markets. than when 
operating under private enterprise; rather 
the. reverse. 

In the critical state of this country’s 
economy, it is not too much to ask that there 
should be a halt to nationalisation schemes 
at least until it is seen whether nationalisation 
already undertaken justifies itself. 

One should be able to look to the Govern- 
ment placing country before party, but if 
not, and they do proceed with the nationalisa- 
tion plan, may I ask all stockholders to be 
active in the protection of their rights and 
make their views known to their representa- 
tives in Parliament. Meanwhile, the iron and 
steel industry has supported the country’s 
efforts in an outstanding measure by way of 
record cutputs and reasonable costs of pro- 
duction. 


EXCELLENT PERFORMANCE OF STEEL TRADE 


Since this excellent performance of the 
steel trade has become more generally recog- 
nised, there has been a tendency for its 
opponents to press for nationalisation on the 
grounds that it is a monopoly and because 
power is in the hands of a few. The charge 
of being a monopoly cannot be upheld for 
the simple reason that the Government 
already effectively control, for example, 
prices, extensions of buildings and _ installa- 
tions of new plant and even the raising of 
capital. Your own company is a very good 
example in repudiation of the statement that 
the ownership of the industry is in the hands 
of a few. 

Fifty-five per cent. of the ordinary stock- 
holders, or over 12,000 individuals, each own 
not more than £200 nominal stock, and the 
number of members holding over £1,000 
cen stock is only 1,000 out of nearly 

5000. 

The uncertainty as to how and to what 
extent nationalisation may affect your. own 
group with its many finishing and engineer- 
ing trades has caused your board considerable 
thought as to the extent to which they were 
justified in pressing on with many schemes 
for modernisation of plant to still further 
improve competitive power, Many products 
of the group are directly exported, and many 
others form component parts of articles, plant 
and machinery exported by our customers. 
We are of the opinion that it is not suffici- 
ently, or widely enough, recognised that un- 
less British industry does cheapen its costs 
of production very quickly, the country’s 
export trade, so vital to our standard of 
living, will be in danger of serious setback. 
We believe that it is insufficiently realised 
that the Marshall Aid Plan does not solve 
this country’s economic problems but, at 
best, provides only a brief breathing space. 
In spite of, or because of “ planning,” 
Government Departments take three to four 
times too long to weigh up industrial 
situations and to take effective decisions. 

Your board, however, feel that, in spite 
of the present uncertainty, they are justified 
in the national interests, and in yours, in 
proceeding with considerable expenditure 
some of which will be quickly justified but 
some much longer in term as regards profits. 


TAXATION HINDERS EFFICIENCY 


On the subject of equipment expenditure 
there are two aspects that should be men- 
tioned, The first relates to retained profits. 
We have not increased the dividend distribu- 
tion because we joined in the voluntary 
undertaking given to the Chancellor of the 
Exchequer for the adoption of that course for 
one year from March, 1948. You will re- 
member that this was done “on the assump- 
tion that the necessary complementary action 
is also taken by way of stabilisation of wages 
as set out in the White Paper, together with 
a reduction of Government expenditure.” 
One could wish that there were more signs 
of those assumptions ny fulfilled. As pre- 
viously mentioned, out of the taxed profits 
of the year we have transferred to reserve 
or left undistributed much more than _ has 
been paid out in dividends to stockholders. 

Under such conditions and with the neces- 
sity of much larger sums required for 
financing stock-in-trade and customers’ 
accounts, to which reference has already been 
made, industry is driven to the raising of 
additional capital for keeping itself abreast of 
latest developments. It is difficult to find any 
logical defence for the rt ee 
tax on that part of earnings p back 
into business. : 

The report and accounts were unanimously 
adopted and a final dividend of 7 per cent., 
less tax, making 11 per cent., less tax, for 
the year, was approved. 
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GEORGE COHEN, SONS, AND COMPANY, 
LIMITED 


YEAR OF GREAT ACTIVITY 
MR CYRIL M. COHEN’S REVIEW 


The twenty-fourth annual general meeting 
of George Cohen, Sons, and Company 
Limited, was held, on the 28th ultimo, in 
London, Mr Cyril M. Cohen (chairman and 
managing director) presiding. 


The chairman, in the course of his speech, 
said: It is again a pleasure to your board 
to welcome you at this meeting and to present 
accounts reflect-ng a year of great activity, 
also, I am happy to say, a further improve- 
ment in the state of the group’s affairs. 


After providing for all costs, including de- 
preciation, at the rates allowed for taxation 
purposes, and after deducting the proportion 
of net profits applicable to minority share- 
helders, the net profits for the year amounted, 
before taxation, to £909,165 and, after taxa- 
tion, to £412,975. 


The case has been ably stated by other 
speakers, and I do not propose to dwell on the 
appeal by industry to the Government for a 
more realistic attitude towards wear and tear 
allowance. I merely cbserve that the present 
illogical state of affairs is a positive encourage- 
ment to unsound financial practices. We our- 
selves have made no attempt to assess the 
replacement costs of our fixed assets, but, with 
these and other considerations in mind, we 
have placed very large sums to reserve. 


Of our total profit of £412,975, we have 
left with subsidiary companies £61,985, 
bringing the reserves and undistributed 
profits in these companies’ balance-sheets up 
to £400,114, and we have made a transfer 
to general reserve in the parent company’s 
books of £210,000 to bring this figure up to 
£600,000, an amount which, incidentally, is 
equal to the nominal ordinary capital. We 
have transferred to the employees’ pension 
fund—I outlined the purpose of this to you 
last year—the sum of £17,073, reimbursing 
the fund to the extent of the amount paid 
out during the year and raising it to £55,000. 
We have paid the 4} per cent. preference 
dividend costing £24,904 and also an interim 
dividend on the ordinary stock at 8 per cent. 
costing £26,490. I will shortly propose that 
we pay a final dividend of 12 per cent., 
making 20 per cent. in all and costing a 
further £39,600; and that we increase the 
carry-forward by £33,013. 


You will recollect that last year I stated 
that while we,should hope to continue to 
pay reasonable dividends, having due regard 
for our shareholders’ interests, it was our 
intention to adopt a prudent course and to 
plough back adequate reserves into the busi- 
ness for purposes of development and con- 
solidation. 

Since the date of our last meeting, the 
Federation of British Industries, to which we 
belong, have agreed to support the govern- 
ment’s policy of disinflation and, in par- 
ticular, most of the member companies have 
undertaken to restrict the amount of their 
distributions to that of the previous year. 
Our case, however, is a special one in that 
we have no properly comparable rate of 
dividend for the year to March 31, 1947, 
owing to the change in the company’s capital 
structure, but your directors considered that 
you would wish them to comply with the 
spirit of the agreement and we have accord- 
ingly limited the recommended rate of 
distribution to 20 per cent. of the nominal 
value of the ordinary stock. 


We are now reaping the benefit of the 
extensive modernisation and general re- 
uipment which we began some time ago. 
Alias some of the resultant economics 
have been absorbed by rising costs outside 


our control, the improved state of efficiency 
of cur many works is yielding fruit and the 
all-round increase im turnover, which was 
only achieved by dint of great endeavour on 
the part of our staft and workpeopie, is, as 
I have already indicated, favourably re- 
flected in the satisfactory trading res 
before you. 


You may have noticed that when pre- 
liminary reports of our accounts were 
announced in the press, some of the financial 
commentators, referring to us as “ the well- 
known scrap metal merchants”—or in similar 
terms—ascribed the favourable results of our 
year’s trading to the substantial success of 
the National Scrap Drive—from which it 
was suggested our augmented profits were 
dace derived. Since that impression 
may persist, I feel it right to cite some rele- 
vant facts and set them in proper perspective. 


Although it is by no means the pre- 
dominant activity either of the group or 
the parent company—and to this I will refer 
again in a moment—we are one of the two 
largest organisations in the kingdom con- 
cerned with the recovery and supply of iron 
and steel scrap, and we have indeed played 
an active part in connection with the widely- 
publicised scrap drive. However, the ton- 
nage of iron and steel scrap we handled 
was only slightly higher than im the previous 
year. Selling prices were, and, of course, are, 
rigidly controlled. There were fairly con- 
siderable increases in the costs of collection 
and processing. So any vafiation in the 
financial out-turn of our operations could 
but be within very fine limits. 


This apart, the necessity to impel every 
ton of iron and steel scrap to the consum- 
ing works continues to be of urgent im- 
portance, and we think we are rightly keeping 
our eye more closely on this objective than 
on the purely commercial one of making the 
maximum profit. We look upon it as our 
privilege and duty to assist the iron and steel 
industry in its magnificent ¢fforts. Our 
trading in scrap non-ferrous metals is worthy 
of brief mention because it was both sub- 
stantial and successful. But the fact remains, 
and I must again emphasise it, that we are 
much more than+I quote—* well-known 
scrap metal merchants.” 


By any standards, your group’s engineering 
activities considerably exceed its scrap activi- 
ties in magnitude and scope. For example, 
E. & L. Steelfounders & Engineers Ltd_., are 
one of the four biggest makers of Carbon 
Steel Castings and also the largest makers 
of Mobile Cranes in Great Britain—they also 
manufacture Air Compressors, Steam and 
Petrol Engines. T. C. Jones & Company 
Limited are Structural Engineers and experts 
in Concrete Reinforcement. Meta 
Limited manufacture Woodworking 
Machinery. The Parent Company’s Con- 
tractors’ Plant Hire Fleet is unexcelled in the 
number of its machines, and as Machinery 
Merchants, Stockists and Reconditioners we 
are the largest in the country—and probably 
in the whole world. 


I am pleased to say that our powder metals 
department has emerged from its infancy 
and has begun to contribute to the group’s 
revenue. It is especially gratifying that no 
less than 85 per cent. of the output was sold 
for export. e have actively continued our 
programme of research and development in 
the manufacture and use of iron powders. 
Much original work is being carried out at 
East Ham and at the group’s research 
laboratory at Letchworth. 
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The parent company’s er business 
plant, machinery and industrial equlpanet, 
continues to be very brisk and all our shops 
engaged on reconditioning and re-building 
are working to capacity. A large proportion 
of the machinery sold is destined cither to 
be put into production by concerns who 
manufacture for export, or for export by 
ourselves. Indeed, the volume of our ex: 
port business is very substantial and has 
shown a satisfactory increase despite the 
handicaps imposed by currency restrictions 
and the difficulues of obtaining im 
licences in so many foreign countries, 

You will expect me to make some reference 
to future prospects. There is no doubt that 
business is becoming more competitive ang 
dificult to obtain. Our sales departments are 
increasingly active and, thanks to their efforts 
a scrutiny of our up-to-date returns provides 
no evidence of any appreciable decline ig 
the volume of business being transacted by 
the group as a whole. There are so many 
uncertainties, however, that it would be 
unwise for me to make any forecast as to how 
long this state of affairs may continue. The 
activities of your group are efficiently o9- 
ordinated and organised and we have 
confidence in our ability to secure a fair 
share of the orders emanating from the en- 
gineering, metallurgical and allied industries 
with which we are so closely linked—and 
well equipped to serve. 


I have already, I fear, detained you over- 
long, but before 1 conclude I should. like 
to refer to one or two subjects of current 
interest which inevitably have their impact 
on undertakings such as ours—and, I believe, 
on most of British industry. 

It is common ground that the nation’s 
paramount need today is for maximum pro- 
duction—to swell our exports and sustain our 
standard of living at home, But if that aim 
is to be achieved, a number of removable 
obstacles must be swept aside, 

All artificial restrictions on output must 
go. Workpeople should receive incentives 
to greater effort—and worthwhile ones ; and 
so should management and industry as a 
whole, It cannot be said today that self- 
interest and the much maligned profit-motive 
are the main driving forces in industrial pro- 
gress, but human nature being what it is, they 
must inevitably count. A fiscal system 
on the formula “ tails-you-lose-heads-I-wia” 
is scarcely calculated to stimulate new ven- 
tures. Indeed, the rewards offered to the 
venturer nowadays are penury if he fails and 
penal taxation if he succeeds—and the drain 
on working capital caused by the latter in- 
tensifies the risk of the former. 

If we are to have unremitting exhortation 
from Government departments, let us also be 
vouchsafed help. It is a matter of urgency 
that the galling and time-wasting entangle- 
ments of bureaucratic procedure should 
be eliminated. I can testify that even when 
a project has been finally approved by the 
government department immediately con- 
cerned, these convolutions can impose delays 
beyond all reason on its materialisation, to the 
jeopardy of the original sound conception. — 

From every point of view—to relieve the 
disheartening burden of taxation on work- 
people, managers and shareholders alike, © 
lessen inflation, to save manpower, ; 
simultaneously, to release industry from the 
trammels of excessive control—economy at 
the centre is imperative. 


To use a business metaphor, Great Britain, 
Limited, is endeavouring to carry too. cum- 
bersome a load of administrative overheads. 
More than 10 per cent, of our total 
population of 20 millions are civil and locat 
government servants, and, exclusive of the 
nationalised industries, there are 
700,000 more than in June, 1939, when the 

amme’ was under way 


rearmament progr ay. 
Can we escape the feeling that here exis 


a potential source of some of the 


brains and pairs of hands that industry 


? 
adopted. 
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LONDON TIN CORPORATION LIMITED 


CHAIRMAN’S SPEECH 


The twenty-second annual general meeting 
of London Tin Corporation Limited was 
held, on the 29th ulumo, at the Chartered 
Insurance Institute, 20, Aldermanbury, Lon- 
don, E.C.2. : 

Mr J. Ivan Spens, the chairman, who pre- 
sided, said: — 


ACCOUNTS 


The accuunts for the year ended April 30, 
1948, are in a new form to comply with the 
Companies Act, 1948. There were certain 
alternative methods of presentation, but, on 
balance, your directors came to the conclusion 
that the form adopted was the most satisfac- 
tory one. 

With regard to the profit and loss account 
of London Tin Corporation, I should per- 
haps remark that the final dividend of 15 per 
cent. declared after April 30, 1948, by one 
of the Malayan mining subsidiary companies, 
Berjuntai Tin Dredging, Limited, has not 
been included under “ dividends from invest- 
ments and interest,” so, in consequence, it js 
not a deduction from the mining profits in 
the consolidated profit and loss account. The 
5s, shares of this company are quoted in 
Malaya and Australia. 

The 4s. shares of the other Malayan mining 
subsidiary company, namely, Lower Perak 
Tm Dredging, Limited, are unquoted, and 
for purposes of valuation as at April 30, 
1948, have been taken at book cost, which 
is under their par value. Actually, since that 
date, the share capital of Lower Perak has 
been increased by £164,817, being the sub- 
scription at par of 824,088 shares, to allow 
tepayment to be made of the balance of cer- 
tain loans outstanding—originally obtained 
for the purpose of equipping the property. 

I must warn shareholders that the sub- 
stantial balances shown as standing to the 
credit of the profit and loss account of these 
two subsidiary companies must be retained 
there by the boards of those companies until 
the position as to war damage compensation 
and cost of rehabilitation is finally clarified, 
although the boards may be in a position to 
be more liberal as regards future distribu- 
tions of the annual profits. 


MALAYAN WAR DAMAGE COMPENSATION 
SCHEME 


As has already been reported fully in the 

Ss, a memorandum on proposals for a 
Malayan war damage scheme has been laid 
before the legislative councils of the Federa- 
ton of Malaya and of Simgapore. These 
councils have appointed a joint select com- 
gd to examine the proposals and to report 


Until the select committee’s report is made 
and the matter has had the consideration of 
the legislative councils, the amount to be 
made available to the tin industry will not 

known. Any balance of rehabilitation 
expenditure not recovered from the funds 
available will be a charge against Malayan 
lax spread over six years, but discussions 
with the revenue authorities here as to the 
basis to be adopted in the case of companies 
registered in the United Kingdom have still 
to be held. 


VISIT TO THE EAST AND AUSTRALIA 


Early in this year I paid a visit to Malaya, 

| and Australia, in order that I might see 

conditions there and discuss with those on 

Spot any problems which were before 

- I also visit by courtesy of our 

lends the Billiton y, Various tin 

Saat 2 te, Neder Bi nie, Te 
on w was 

W. M. Warren, chairman of Anglo- 

1 (Malaya), Limited, I found most 


5 instructive, and we look for- 
ward to being able to reciprocate when repre- 


sentatives of the Billiton Company are able 
to visit us jn Malaya. 


MALAYA 


In regard to companies operating in Malaya 
under the management of Anglo-Oriental 
(Malaya), Limited, 28 dredges are in produc- 
tion out of the 40 which should be brought 
into production. This is an addition of eight 
producing dredges since I last addressed you. 
Others are being repaired as urgently as pos- 
sible, but there are some dredges which will 
have to be transferred to fresh areas because 
the ore reserves remaining in the properties 
in which they ere, are insufficient to justify 
rehabilitation in situ. These dredges, there- 
fore, will take some time yet to bring into 
production. 

I visited all the dredges which were in 
Operation and was greatly struck with the 
keenness and enthusiasm which I found 
everywhere, The supply position in regard 
to steel and electrical equipment still makes 
rehabilitation a slow business, but I believe 
that we are zetting all the assistance which 
we can reasonably ask, not only from the 
Government in Malaya, but from the 
Colonial Office, the Ministry of Supply and 
suppliers. Malayan production, on the whole, 
has increased from 12,831 tons concentrates 
in the first half of 1947 to 27,582 tons con- 
centrates in the first half of 1948. 

In regurd to the companies under our 
management, it would seem that their posi- 
tion could be strengthened and considerable 
economies made, should it prove possible to 
effect further amalgamations. 

Many of cur companies have their proper- 
ties intermingled and_ separate stores, 
accounts, etc., have to be kept for each. 
Dredging courses have to conform to the 
boundaries of the various leases as the dredge 
of one company. may not encroach on the 
property of another, whereas if the leases 
belonged to a suitable larger unit, a more 
efficient and economical programme could 
be worked out. Further, those companies 
which have only a small number of dredges, 
in many cases only one, are severely handi- 
capped if the dredge has to go out of action 
for any prolonged period, or to be transferred 
from one area to another. This question of 
suitable amalgamations is under active con- 
sideration, both in London and Malaya, and 
I trust that some scheme will be feund pos- 
sible to procure the benefits which I have 
set out above, but no actual action can prob- 
ably be. taken until the position as to war 
damage compensation and cost of rehabilita- 
tion is nearer to finalisation. = 

A pension scheme for staff similar to that 
in force in Nigeria is under consideration. 
I am of the opinion that this would be 
beneficial to the mining companies concerned, 
as well as to the staff eligible for membership. 

As shareholders are well aware, there has 
lately been considerable trouble in Malaya 
from a very small section of the community 
who have formed themselves into gangs and 
operate in the jungle-covered hills, and who 
have made murderous attacks at various and 
widespread points. The breaking up and 
capture of these gangs is now being energetic- 
ally pursued and, while one cannot hope for 
an immediate cessation of activities diffused 
over such a large area it can be expected that 
with continued energetic action the trouble 
in time will be overcome. 

I have to inform you with deep regret that 
two of our European staff have fallen victims 
to murderous attacks, 

This state of on une wt come to . head 

uring my visit and I found that our relations 
9 “a labour force were good and the 


’ labour contented. There were still agitators 


amongst the officials of the labour unions, but 
it is of interest to note that when these recent 
outbreaks these agitators dis- 
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appeared and some of them no doubt joined 
the gangs to which I have previously referred. 


SIAM 


At Bangkok Mr Warren and I were able to 
deal with certain matters outstanding, as at 
that time negotiations were still in progress 
in regard te the repossession of properties in 
Siam under our management. These negotia- 
tions have now been completed and these pro- 
perties have been repossessed. Orders are 
coming through sow for the necessary plant 
and equipment, and the mines will be brought 
into production as early as possible—the date 
depends, of course, on deliveries and certain 
other factors. 

Meantime the Siamese Government have, 
under the terms of the Peace Treaty, refunded 
to the various companies an agreed sum 
against the value of the ore which was mined 
during the Japanese occupation, and also re- 
paid the balance of the buffer stock money 
due to the various companies. The position 
in regard to war damage claims is that while 
provisional claims were lodged some while 
ago, and while advances against these are 
being made by the Siamese Government, 
official claim forms have only lately been 
issued and the Claims Commission has 
yet to consider them. 


BURMA 


. 

In Burma conditions during the year under 
review have been far from settled, but three 
dredges belonging to the Tavoy Tin Dredg- 
ing Corporation have been producing, but the 
general position, as you are doubtless aware, 
has recently further deteriorated. 


TRIBUTE TO STAFF 


The staff in Malaya, Siam and Burma have 
had, and are having, an anxious task’ which 
they are carrying out with great courage and 
ingenuity. I hope shareholders will allow 
me, through Mr Warren, who is with us 
today, to convey to all this staff their appre- 
ciation of what has been dene and is being 
done, particularly in the last few months. 
(Hear, hear). 


AUSTRALIA 


I visited the offices of A.O. (Australia) Pty., 
Limited, in Sydney, which are in the charge 
of Mr Coates, and which are now in full 
working order and proving of great assistance 
to our organisations both in Malaya and 
Nigeria. As and when it has been possible, 
equipment is ordered in Australia, but supply 
conditions there are not easy and the export 
of fabricated steel only is permitted. I 
was glad to have the opportunity afforded me 
of visiting the works of some of our main 
suppliers. 


NIGERIA 


Conditions in Nigeria have not changed to 
any great extent since I last addre you. 
Production has been steady and satisfactory 
and a considerable amount of work has been 
done in the way of prospecting. We have 
been’ handicapped in this by the lack of 
power drills which we require, but these I 
hope will shortly be available. 

T eaebesataad from Mr Eric Wilson, the 
chairman of A.O. (Nigeria), Limited, that 
the African Workers’ Councils, to which I 
referred in my speech last year, have proved 
themselves of considerable benefit and have 
led to a feeling among the African workers 
that they are given every Opportunity to voice 
any suggestions they may have for improve- 
ments and for closer contact with the 
management. 

In August, 1947, a visit was made to the 

roperties of Amalgamated Tin Mines of 
igeria by representatives of tin mining 
friends operating in the Belgian Congo. | 

Your corporation have, in conjunction 
with the government in Nigeria, taken steps 
in the formation of a company to prospect 
the Cameroons. This area has not pre- 
viously been prospected on any large scale. 
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While the formation of this company has 
not yet been finalised, our chief i 

has made a survey flight and a short ground 
reconnaissance to get an idea of the forma- 
tion and possibilities of the country, and will, 
in the next few months, lead a pros- 
pecting expedition with the object of 
demarcating the most likely areas and getting 
a more accurate view of the general geology. 


TIN PRICE 


The buying price for tin metal paid by 
the Ministry Supply who are acquiring 
the output, both from Malaya and Nigeria, 
until June 30, 1949, has been increased by 
steps to £550 per ton. At the lower levels 
at which it stood until May 30, 1948, many 
Chinese miners in Malaya found it impossible 
to produce economically. 

Shareholders may remember that last year 
I referred to the increase in operating cost, 
and the increased cost of materials and 
transport—none of these has diminished. I 
also mentioned the necessity for mining 
companies setting aside larger sums than had 
to be provided prewar, so as to have funds 
available for replenishing ore reserves and the 
replacement of plant and machinery. I 
might equally have mentioned the increased 
costs of river and road deviations, which 
must often be carried out to government’s 
specifications in order to complete the ex- 
traction of ore. 

I do not, therefore, consider the present 
price of tin affords an unreasonable return 
from propervies which are already equipped. 
The question of the price of tin metal governs 
the purchase of new equipment for un- 
equipped areas, which tend generally to be 
lower in tin content than in the past. 

While purchases of tin metal are un- 
doubtedly handicapped at the moment by 
currency difficulties, there is a potential de- 
mand which is considerably higher than pre- 
sent production, and while the process of 
electrolytic tinning shows certain economies 
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in the use of tin for tinplate, I believe that: 
these economies should, in turn, lead ‘to an ~ 
extended use of tinplate when conditions ar 
more normal. 


KALGOORLIE, LIMITED 


HIGHER TONNAGE 


TIN STUDY GROUP 


In my speech last year I advised share- 
holders that this international body had been 
constituted and had held its first meeting. 
In April last a further meeting was held 
in Washington, at which I attended, and at 
which both preducing and consuming coun- 
tries made available to the meeting their 
estimates of future production and require- 
ments. After study of these figures a work- 
ing party was appointed to make recommen- 
dations to the study group, the next meeting 
of which is to be held at The Hague towards 
the end of October. 


Supplies of tin during present shortages 
are allocated to the varicus countries re- 
quiring it by a committee sitting in Wash- 
ington, and while this system of allocations 
remains in force the re-establishment of a 
“free” market in tin is difficult, if not im- 
possible. The annual production of tin, when 
those countries whose mines were overrun 
by the Japanese are fully rehabilitated, is 
likely to be in excess of the actual annual 
consumption. 


In my opinion it is essential that matters 
are not left until there is a burdensome excess 
production, which can only lead to dis- 
organisation in the industry, harmful eccno- 
mic effects in the producing countries, and 
probably violent fluctuations in the price, all 
of which are harmful not only to producers, 
but also to consumers. It is my sincere hope 
that the question will be faced and dealt with 
in the near future, even although there may 
be, for a period, residual buyers for purposes 
of strategic stock piles. 


The report and accounts were adopted. 


The retiring directors were re-elected and 
the proceedings then termunated. 


The mill operated 


of 3s. lid. compared 


and 6d. is in respect 
tax payments. This 
September, 1947. 


shortened under new 


increases in the basic 
dustry allowance. 


less income tax. 


management of the 


The fourteenth annual. general ing of 
this company was held on the 28th ultimo in 
London, Mr C. T. Pott presiding. J 

The following is an extract from a state 
ment by the Board previously circulated: — 


at the record rate of 


just over 12,300 tons per four-weekly period 
and treated 166,087 tons, of which 1,714 tons 
came from a lease belonging to another com- 
pany. The 41,206 ounces recovered from the 
company’s own ore realised the equivalent 
of 42s. 4d. per ton of ore treated, an increase 


with the year 


of which 3s, 5d. is accounted for by an in. 
crease of 0.39 dwt. per ton in the gold yield 


of lower Federal 
tax was suspended in 


Operating costs increased by Is. 4d. to 
32s, per ton, due chiefly to higher develop- 
ment costs and a consequent rise in the 
development redemption charge. 
have been increased and the working week 


Wages 
awards which became 


effective in December, 1947, and by further 


wage rate and the in- 


The profit before appropriation increased 
by £23,192 to £82,683. The dividend recom- 
mended is the same as last year, 5 per cent. 


For some time past the board has realised 
the desirability of transferring the control and 


company’s affairs to 


Australia and has therefore applied to the 
Treasury for permission so to 1SSi 
has been received and a scheme for transfer 
will be placed before the stockholders as soon 
as the details can be completed. 


The report was adopted. 


do. Permissien 





(Continued from page 552) 


the Argentine Government, sooner or later, to acquire foreign 
tramway interests. Although it has been known for’ some time 
that the possibility of a purchase was being explored by the 
Argentine Government, representatives of Anglo-Argentine 
Trams in London have consistently denied any firm knowledge 
that a purchase was in prospect. Yet presumably the Bill pro- 
viding for the acquisition of the total assets of the Buenos Aires 
Transport Corporation, introduced in the Chamber of Deputies 
this week after its approval by the Argentine Senate, can hardly 
have come as a complete surprise to the Anglo-Argentine Trams 
group, whose interests represent approximately one-third of the 
issued capital of the Corporation. It is intended to begin the 
liquidation of Buenos Aires Transport Corporation within ten 
days of the enactment of the Bill. The assets will be disposed of 
in one block, presumably to the Argentine Government. In the 
meantime, three Government-appointed trustees will be respon- 
sible for maintaining the services and ultimately supervising the 
liquidation and disposal of the assets. 


A tentative figure of £11} million was being canvassed a year 
ago as a likely amount of compensation for the interests of Anglo- 
Argentine Trams in the corporation. But conceivably the Argen- 
tine Government may feel that events have moved in their favour 
in the meantime. The finances of the Corporation have indeed 
gone from bad to worse as a result of increased costs, unecono- 
mical working and the compulsory maintenance of a low uniform 
tariff ; the resulting deficit has in fact been financed by the Argen- 
tine Government to an extent which cannot be far short of the 
Corporation’s permanent capital. What value then is to be 


placed on the interests of Anglo-Argentine Trams in the Cor- 
poration ? They appear in the balance sheet of the company at 
December 31, 1947, at a book value of £19,585,110 out of total 
assets Of £20,711,413. Obviously the company’s claim to adequate 





Shorter Notes 


The Union Corporation has notified Urawira Minerals, Limited, 
that it has decided not to exercise its option on 400,000 shares 
in the company and to resign from its appointment of technical 
managers of the property. In March, 1947, Union Corporation 
exercised an option on 300,000 shares in the company. 
decision follows the failure to discover an ore body on the pro- 
perty in Tanganyika which would justify large-scale mining 
mining operations. Urawira Minerals have sufficient funds in 
hand to continue the development of the Mukwamba ore body 
for the next 18 months, and will erect a mill with a capacit} 
of 100 tons daily. The construction of a railway branch line 
costing £1,000,000 to the mine at Mpanda is being fi 
by the Tanganyika Government. Considerable progress lai 
already been made with the railway. 


* 


The Board of Trade has now decided to take the first full 
census of distribution early in 1950. The information to be 
collected will relate to 1949. It will be compulsory for whole 
salers, retailers and certain other services as shoe repairers and 
hairdressers to provide all data required. Opposition to 
census has again been voiced at the autumn conference of the 
National Chamber of Trade, which urged the President of the 
Board of Trade to reconsider his decision. 


* 


Production of deep mined and open cast coal in the latest 
week has risen by 72,600 tons to 4,125,600 tons. Coal p 


during the corresponding week last year was 3,897,700 tons. a . , 


rise in production shows the usual recovery af 

holiday period, but still leaves weekly production of deep. mill 

coal below the level to ensure the 1948 target of 200 million & 

On present indications, and unless there is a major i 

in output, production of deep mined coal ma 
200 
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Statistical Summary 
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Savings Certificates :— 
RORGIOES os. oss s ck een 
Repayments .....+. 


54,200 
‘CE 00 
Dr? 50 

"49,015 
21,649 


Net Savings 
Defenee Bonds ~~ 
Keoeipts 
Repayments .....4, 


stews 





Net Savings .. 55420. g3 2634 
P.O. and Trustee Savings nnereemeniciteat 
Baz rks oo 
Receipts, ..... ican hoa s 293,595 
Repayments ......cese< 9464 | 10,618 | 299,715 


Net Savings .... 


2,372 | 888 


6,120 














Total Net Savings......... 2,478 1,336 (Dr 16504 
Intefest on certificates repaid 405 261 | 11,057 
Intefest accrued on savings 

remaining invested ...... 2,285 56,199 


BANK OF ENGLAND 
RETURNS 
SEPTEMBER 29, 1948 


COMPARATIVE ANALYSIS 


(< million) 


















Notes. in € chnindin tidin 


‘sit. 8)1236-4 
Notes in banking depart- 
MO is Se 6} 62-4) 63°9 
Govertinient’ «debt and | 
securitiés® <j 5275.55. 9- 2)1299-211229-2 
Other securities vo. c.64.. “8 0-8 OT 
Ggltkocs .... te Teeeecee 2 0-2} 0:2 
Valued ai s. per fine 0%. 2/3) 172/39 172/38 
Banking Dept. :-— i j 
Deposits :-— i 
Public Accounts : os 2| 22°3 
Treasury Special Account “8 52-8) 53-6 
WRONG Sigs vi kekc ibs +6) 501-0) 300-0 
NS oA si ie ice. *6| 92-2) 9395 
ROARS co Sd aits ees. 6 ids -§| 463-2) 469-2 
Securities :— i 
GoverhmMent. 2. eck cess 95-8) 3896 361-8 
Discounts, €t0.,. cevess ss . 6-6} . 25:0 
Other, css. a A ae 21-8] 35-4 
B Otay o4 co goin ite seks -h) 418-0) $22°2 
Banking dept. res......... 8 63 65°4 
Proper ee es cok at ck ‘4 si] 13-9 








* Goverament debt is 411,015,100, capital 614,555,000. 
Fiduciary issiie reduced from £1,550 million to {£1,500 
timilion on March 4 1948. 
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AGGREGATE ASSETS 
at 3ist March, 1948, 


£98,485, 109. Bstablished over 80 years 


“) NEW ZEALAND 


a with limuted liability in New cmon 


Represented at over 260 points 

in New Zealand and at Melbourne, 

Victoria; Sydney, New South Wales: 
Suva, Fiji; Apia. Samoa: 


Head Office: WELLINGTON, N.Z 
P.L. Porter, General Manager 


London Office: — 
1, Queen Victoria St., E.C.4. 
©. M. Samuel, Manager 
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NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 


Commercial woe mma No. 1 Cairo. 


















FULLY PAID CAPITAL -  - 
RESERVE FUND - - - 


£3,000,000 
£3,000,000 








Léndon Office: 


6 & 7 King William Street, E.C.4. 


Branches in all the Principal Towns in EGYPT and the SUDAN 


NEW BUSINESS 
CONTACTS IN CANADA 


We are prepared to give practical 
help and guidance to British business 
men in establishing new trade | 

connections in Canada 


ENQUIRIES WELCOMED 


THE CANADIAN BANK 
OF COMMERCE 


(Incorporated in Canada in 1867 with Limited Liability) 


2, LOMBARD STREET, LONDON, E.C.3. 
Head Office : TORONTO, CANADA 


gr meen ttt 











UNIVERSITY OF OXFORD 


AGRICULTURAL ECONOMICS, 


RESEARCH INSTITUTE requires immediately an economic statisti- 
cian er economist for .investigations in. economi¢ and -secial relations 
between, agriculture and industry, Particulars from Secretary (Parks 
Road, Oxford). 








MATURE business ran, age 40 to 50. with wide management 
4k experience, who desires a new interestin 
activity, can find a unique es yt 4 with a Professional Organisation 
of standing. The ‘essential qualifications are: First-class. health, 
abundant energy, a good tactical and social sense, and familiarity with 
the strdeture of industry. Early interviews ‘will be arranged with suit- 
able applicants who send, in Be ee full iculars of education, 
career to. date and. foe ait for the. future. AS. and. 
remaneEs fesse 










and profitable field of | 





SB isde Bete Be eae keene S.W.1. Uv. Sauer ae Rese: Sin othens ahem ote -atenebds, Gower 2, 13H, 








THE ECONOMIST, October 2 isig 


-?-New Business peasy 
With ws wide network of B: 


Union Bank of Australia is able to ‘2 
fullest assistance to those seeking to establish 


new business relationships in Austra 
interested will ‘be + 





desired, visitors so 
touch with i importers and exporters Pin 

Full information is available on all seal 
of industrial, commercial and social conditions 

ut Australia and New Zealand. 

—- 
j 
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Head Office: 


71, a ger | 
LONDON. E. 


UNION BANK 
OF AUSTRALIA 


LIMITED 
Established 1837 


Branches throughout 
Australia 
and New Zealand. 


Relief from | 
an onerous duty : 











A friend who agrees to act as executor or trustee may find 
the duties more onerous than expected. The appointment 
of Lloyds Bank secures the services of experts without 
losing the human understanding expected from friends, 
Before making a will or creating a trust, ask the Manager 
of any Branch of Lloyds Bank for details of these services, 


LLOYDS BANK wists @@) 


HEAD OFFICE : 71, Lombard Street, London, E.C.3. 


Head Office: 


EDINBURGH 


LONDON OFFICES: 37, Nicholas Lane, &.GC.4; and 
18/20, Regent Street, Piccadilly Circus, S.W.1+ 
Every description of Banking Service undertaken. 





REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, ! 
ANNUAL peer EXCEEDS pi 
ASSETS EXCEED 
CLAIMS PAID EXCEED | tier eee, 993 
(1947 Accounts) 


Pee eo ere ae 


DENBIGHSHIRE EDUCATION COMMITTEE 
DENBIGHSHIRE TECHNIGAL COLLEGE, WREXHAM 


Principal: D. Cecil Morgan, B.Sc.. F.R.1C 
Applications are invited for the st = Lecturer in Commereé,: us 
and Economics: Candidates shou graduates in Co hed 
Economics and previous teaching and Sates experience will be® 
recommendation. : 








eee 
Applications. (ne forms issued), her. wit q 
and experience, with dates, tommiier th copies a a: te 


and the yeh of two referees should reach the undersigned WEE”. 
fourteen st thane appearance of tine adeertinerort SE 
or ation... 

conteve' Offices, RUTHIN, Mopper’ = 





